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‘The Rules of the Game 


HETHER the New Deal brings 

a bit of the more abundant 
life to stockholders this year 
fe not, it will do them at least one 
ipod turn. To the stock market and 
verything connected therewith the 
SE C is gradually but steadily feeding 
doses of the reform ordered by Con- 
mess. The year 1935 will be the first 
full year of this particular variety of 
ew Deal. 
| Under it one will find new and 
higher standards set for corporations in 
their bookkeeping and in their relations 
of all kinds with shareholders. More- 
Over, corporate officers and other in- 
iders will not only have their specu- 
itive wings clipped by heavy penalties 
it will see the bright light of publicity 
t in periodically and frequently on 
their stock holdings. 
If the average shareholder does not 
tow a good deal more about his com- 
many this year than he did last year, 
twill probably be his own fault. The 
1934 annual earnings reports and bal- 


ance sheets will soon be coming to 
hand, most of them somewhat later 
than usual because of the work re- 
quired in conforming to the S E C 
regulations. For the same reason, no 
doubt many companies will resort to 
issuance of preliminary annual reports 
and will need further time to prepare 
their final reports. 

As a generality, more detailed and 
accurate information is going to be 
available to investors this year than 
ever before. To the intelligent it will 
be very valuable and helpful, but 
neither frank and full information, 
S E C rules or anything else can ever 
be an effective substitute for judgment. 
The S E C does not assure stock market 
profits to any one, nor does it take 
from or add to the real worth of any 
stock by an iota. It merely lays down 
the rules of fair play. 

One of the most effective of these 
rules of fair play will prove to be that 
forcing insiders to forfeit to their com- 
pany any profits made in purchase or 


sale of the company’s stock where the 
position has not been held for more 
than six months. Because this rule 
will be effective, we probably will hear 
very little of it in 1935. When com- 
pany insiders do not speculate in their 
own stocks that is not going to be news 
to us. 

There will be much publicity, how- 
ever, on holdings of officers and large 
shareholders and the legitimate changes 
therein. Stockholders generally will 
thus have a chance to check their own 
personal judgment against that of the 
insiders. 

No doubt Mr. A, owning 50 shares 
of the XYZ Corp., will be glad to read 
that Mr. B, the president, owns 10,000 
shares; but somewhat perturbed if, by 
chance, he reads that Mr. B has sold 
his 10,000 shares within the preceding 
month. Even a hint thus belated should 
be worth while to those whose major 
speculative fault is a stubborn unwill- 
ingness to admit fallibility of judgment. 
Most of us are that way. 
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Yes, it is within the financial reach of almost 
every one who will buy a new car in 1935. 


Anyone who has seen it at the Auto Shows can 
tell you that it has. It is a real Packard. It looks 
like a Packard. It even has the famous Packard 
hub caps. Furthermore, we believe this car is 
built to a higher standard of mechanical excel- 
lence than any other car of its price. 


Is ite big , Com Jortabl Gn? 


It is unusually big and roomy, with generous 
head room and leg room. Doors are extra wide. 
The car is more than 16 feet in over-all length. 
The wheelbase is 120 inches. 


sclenae 5 gammmmaaaaate aati 


Fight. It has, we believe, the most powerful 
straight-eight motor ever put in a car of its size. 
This motor develops 110 horsepower, giving the 
car almost “motorcycle” pick-up, a top speed of 
better than 90 miles an hour and greater agility 
in traffic than any other car of its weight. 


lrctf the Puekard 120 Cost munch to ofterate ? 


No, because: 


1. The motor of the Packard 120 has an alu- 
minum head which eliminates the need for 
premium motor fuel—an unusual feature 
in cars of this price. 


2, It does not need lubrication as often. Out- 
side of the crankcase, no point on this new 
Packard needs attention oftener than six times 
a year. 


3. Its parts are so precisely machined and so 
accurately adjusted that the need for ser- 
vicing is greatly reduced. 


4. It can be serviced cheaply. Packard assures 
that charges for parts and service on the 
Packard 120 will be no more than for other 
cars in its price class. 


Q. 


Ace much Gating bas Tad ? 


A. More than anyothernewcareverintroduced.The 


vital parts of the Packard 120 have been given 
the greatest of all tests—the test of time. They 
represent Packard’s years of experience in de- 
signing and building fine cars. The proof of their 
excellence is the millions of miles they have been 
driven by Packard owners. Add to this the fact 
that all America has been the proving ground 
for the new Packard 120. Over all types of roads. 
In all climates. No other Packard in our 35 years 
of manufacturing experience has ever been sub- 
jected to such gruelling testing! 


(Yhact ane same of the other 


It has Servo-Sealed hydraulic brakes, with the 
exclusive Packard dirt and water seal. It has 
Packard’s exclusive SAFE-T-FLEX independent 
front wheel suspension. This design provides a 
safer and a smoother ride; eliminates side-sway 
and “gallop”; holds front wheels in positive 
alignment and requires a new minimum of lubri- 
cation attention. It has the Packard-builtSafety- 
plus body, in Packard’s opinion the strongest, 
safest, most modern body that ever went on a 
chassis; it has the Packard Angleset rear axle, 
and many features never before found in a car 
of this price. 


© Low em cam M ge one P 


A. 


Early in March. But you can place your order 
now at any Packard showroom and be one of the 
first to drive this remarkable new car. Any Pack- 
ard dealer will gladly explain to you how easily 
the Packard 120 may be purchased on a con- 
venient monthly payment plan. And so certain is 
Packard that this car will surpass your expectations 
that you may place your order now and take delivery 
or not as you wish when you see your own new car. 


e iii . Pd 
CH ez LAdt yo 

Prices on the Packard 120 range from $980 to 
$1095, at the factory. Within this narrow price 
range there are seven models to choose from, 
each available in a variety of smart, attractive 
color combinations. When you see and drive 
the Packard 120, you will agree that never be- 
fore has so fine a car been offered for so lowa price. 


Above we have answered but nine of the ninety and nine questions 
most frequently asked about the new Packard 120. We have pre- 
pared a booklet answering all ninety-nine questions which any 
Packard dealer will gladly give you. If there is no Packard dealer in 
your community write direct to the Packard Motor Car Co., Detroit. 
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SUPREME COURT DISPOSES mate source 
of funda- 
mental law is on the job at last. The august Supreme 
Court has just disposed of the plan to deal, under the 
National Industrial Recovery Act, with the “hot oil” 
problem. The direct effects of this decision are not 
necessarily important because the way is left open to 
Congress to deal with the oil problem in a constitu- 
tional manner; and undoubtedly Congress will prompt- 
ly pass the corrective legislation indicated. 

But the gold clause cases involve no question of 
delegation of legislative power to the President; they 
strike at the constitutionality of a substantive act of 
Congress. There is here no nice question of what 
constitutes a delegation of legislative authority; it is 
a clean-cut question of whether Congress has any 
power to impair a contract. The cases cover both 
private contracts and Government obligations. In both 
the question is, does a contract to pay in certain stand- 
ard gold dollars mean just that, or, at least, the currency 
equivalent of such dollars? The particular law at the 
bar is that of June 5, 1933, which, as an incident of 
the suspension of the gold standard, made all pecuniary 
contracts, regardless of their language, payable in legal 
tender. Later, Congress reduced the weight content 
of the gold dollar from 25 8/10 to 15 5/21 grains 
nine-tenths fine, so that in terms of the former gold dol- 


suits before the Supreme Court are in the practical 
form of demanding payment at the rate of $1.69 in 
present money for every gold dollar stipulated in the 
contract. If the decision should be against the govern: 
ment the national debt would be increased by about 
$17,000,000,000; and private debts expressed in gold 
would be increased by somewhere around $100,000,- 
000,000, as virtually all bonds and mortgages issued 
before June 5, 1933, had a gold clause. 

What would be the consequences? Increase of their 
dollar debt by 69 per cent would make virtually all 
railroad corporations insolvent, and all other corpora- 
tions with sufficiently large funded debts. The bonds 
of both groups would depreciate. On the other hand, 
Government bonds with the gold clause and like bonds 
of corporations which withstood the shock would 
appreciate, so also with mortgages. Stocks of the 
ruined or weakened corporations would fall to un- 
paralleled lows, and those of the remaining strong 
ones might be sympathetically affected. The business 
world would suffer such a sympathetic shock that com- 
modity prices would fall. In general, there would 
probably be a period of chaos, with closed stock ex- 
changes, slump in dollar exchange, debt moratoria, etc. 

Remedial legislation might take the form of mone- 
tary inflation or restoration of the old gold standard, 
or both. The whole New Deal would be in jeopardy 
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insofar as it rests on artificial price adjustments through 
monetary unit devaluation. 

In the light of past decisions of the Supreme Court 
affecting fundamental governmental policies, most legal 
experts believe that the abrogation will be upheld under 
the constitutional authority of Congress to regulate 
money, which was cited in the debates in Congress 
when the law was passed. 


— 
WHAT IS THE OR four 
UNEMPLOYMENT PROBLEM? years now 
we have 


been trying to solve a problem without knowing its 
dimensions. Nobody knows how many unemployed 
persons there are in the United States, nobody knows 
how many of them are unemployable. The Bureau of 
Labor Statistics gives us figures only on unemployment 
in about 50 per cent of the manufacturing establish- 
ments; other fields of employment are not even guessed 
at. The American Federation of Labor estimates the 
unemployed at 11,000,000, the National Industrial 
Conference Board puts the figure as 10,000,000, other 
estimates are as low as 8,000,000. F E R A reports 
that it is giving relief to 15,000,000 unemployed heads 
of families and unattached individuals, but relief rolls 
and unemployment rolls are different categories. The 
Bureau of the Census is silent. The President offers 
no suggestion in his annual message. 

We should have frequent and rapid counts of the 
unemployed. Then we would know the proportions 
of the unemployment problem and whether it is wax- 
ing or waning. In an article in the Saturday Evening 
Post General Hugh S. Johnson suggests that local 
boards, similar to the draft boards of the War, be 
created to register the unemployed. He asserts that 
such boards would assemble the facts quickly and accu- 
rately. The census is too slow, its figures are out of 
date by the time they are compiled. The local board 
method would not be costly, but what if it did cost a 
few millions? 

Maybe some one can propose a better method. But 
certainly we ought immediately to ascertain the pro- 
portions and composition of this pressing national 
problem. 


~~ 
THE MOTOR F our entire economic activity 
OUTLOOK were devoted to making and 


selling automobiles, the de- 
pression would be over. Motor production and sales 
are rising—and the only fly now visible in the ointment 
is the threat of possible labor troubles. It would be 
regrettable, indeed, if the American Federation of Labor 
in its insatiable drive for power and dues gums the 
works this spring in our one industry which can boast 
of almost normal activity. 

Both employment and wage scales in the motor in- 
dustry are relatively high. We sincerely believe that 
organized labor will do well to think twice before 
attempting to crack down here, if it wishes to avoid 
the risk of forfeiting the sympathies both of the pub- 


lic and of the Administration. There are no Insulls 
in the motor industry. It stands high in public esteem 
because it has managed year in and year out to give 
the consumer ever greater values for his money. 

The credit for this performance belongs more to 
management than to labor. Is it likely to be bettered 
under union domination of the industry's labor rela- 
tions? One need only gaze at the desperate plight of 
construction and its highly organized A. F. of L. craft 
unions to see that the answer, obviously, is no. 


~~ 
CASH OR S you sit down to calculate what 
CHARGE? A your Federal Income tax for 


1934 will be you may lighten 
your pain somewhat if you will compare the prospective 
burden with what it would be if you were calculating 
tribute to His Majesty, the King of England. Assuming 
that both here and there you are unmarried and without 
dependents and that your income is all “earned”, your 
troubles here will end with the compilation of the 
return if the net income turns out to be less than 
$3,000. There will be nothing to pay. But if you 
were in England you would find that the tax collector 
would have business with you if your net income 
exceeded $500, although it would be only $5.63 on 
a thousand dollars. But at $3,000 you would pay 
$272.81, and on up to $632.81 at $5,000 and to 

2,205.31 at $12,000. In this country you will pay 
only $8, $80 and $602 at the respective brackets. If 
your income is a million your tax will be $571,394 here 
and would be $613,554.69 if you were over there. 

These comparisons are all in favor of the United 
States as an income tax domicile, but what about the 
larger aspects of the subject. The British are paying 
their way out of the depression, we are borrowing ours. 
Their way looks more businesslike, but probably ours 
is adapted to our national psychology. The Britisher 
accepts high taxation as he accepts his weather. We 
would bootleg unconscionably if small incomes were 
even tithed. 


—_ 


UTSIDE of Germany 

Adolph Hitler’s stock 

has long been in a 
bear market. Such news as now seeps out of that 
troubled and propaganda-ridden country seems to indi- 
cate a similarly declining internal trend of the Hitler 
prestige and power. Probably it is beginning to dawn 
on Germans that Herr Hitler has not only led them 
nowhere near their promised place in the sun, but 
merely out of the frying pan into the fire. 

The iron ring of isolation around Germany—poli- 
tical, economic, military—is far stronger today than it 
was when Hitler seized power. On the face of it, there 
would seem to be logic in present reports, even though 
unconfirmed, that the Reichwehr, Economic Dictator 
Schacht and the chieftains of Big Business are becom- 
ing increasingly the real rulers of Germany, maintain- 
ing the puppet Hitler as long as it suits their purposes. 
Monday, January 14, 1935. 


BEHIND THE 
GERMAN SCENES 
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As 1 See It 


Every Man a King—in Rags? 


HY should we fumble along further with the Roose- 
velt Administration and its laborious efforts to 
better, our condition? The more abundant life 

is ours to be had for the asking. All we need to do is to 
send Huey Long to the White House and make Dr. Town- 
send our Secretary of the Treasury. Then will the mil- 
lenium be at hand and none will ever again have material 
worries. Every man will be a king. Glory be! Hallelu- 
jah! 

The magic remedy urged by the pied piper of Louisiana 
is the essence of simplicity. What we must do, he says, 
is to “reduce the size of the big man’s fortune so as to give 
the masses at the bottom enough to wipe out all poverty.” 
You see, it’s like this. Says the Kingfish: 

“All the people of America have been invited to a barbe- 
cue. God invited us all to come and eat and drink all we 
wanted. He smiled on our land and we grew crops of 
plenty to eat and wear. He showed us in the earth the 
iron and other things to make anything we wanted. He 
unfolded to us the secrets of science so that our work 
might be easy. 

“Then what happened? Rockefeller, Morgan and their 
crowd stepped up and took enough for 120,000,000 people, 
and left only enough for 5,000,000 for all the other 125,- 
000,000 to eat. And so many millions must go hungry and 
without these good things God gave us, unless we call on 
them to put some of it back.” 

It is easy for any intelligent mind to demolish such 
nonsense and to show the absurdity of such economics. If 
the entire national 
wealth were owned 
by “the big men”— 
and it isn’t—and if 
it were in such form 
that an equal phy- 
sical per capita dis- 
tribution were pos- 
sible—which it isn’t 
—the loot that Mr. 
Long promises 
would be but little 
more than a pittance 
for each individual. 
Moreover, we do not 
live on our wealth, 
but on the income 
that capital, manage- 
ment and labor pro- 
duce in combined 
effort. Our trouble 
is neither lack of 
wealth nor unequal 
distribution of 
wealth, but a 
paucity of current 
production. 
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Huey Long 


“~ By Charles Benedict 


It is, however, far easier to refute this silly destructive 
demagoguery than to account for the somewhat sobering 
fact that Mr. Long is able to get a hearing over the radio 
to beguile the ignorant and the unthinking, of which— 
regrettably—we have too many for comfort. 

And it is equally disquieting that literally millions of our 
people have been taken in by the fantastic Townsend Plan. 
Dr. Francis Everett Townsend is an elderly, retired Cali- 
fornia physician. His magic formula for prosperity is also 
simple—"“‘too simple,” he explains, “to be comprehended by 
great minds.” 

He would have the Government retire some 8,000,000 
persons over sixty on pensions of $200 a month, on pledge 
the entire pension be spent monthly. Removal of millions 
from work in this way would make room for the unem- 
ployed and would restore purchasing power. The cost 
would be about $20,000,000,000—or nearly half of the 
present national income—and would be met out of a gen- 
eral sales tax. 

‘Purchasing power will be restored,” he says. “Business 
will boom. Prices will go up, of course. But what's the 
difference? Everyone will have plenty of money. There 
will be no more poverty.” 

Again, it is easy to point out the essential fallacy of 
this naive theory. It rests upon the curious fact that Dr. 
Townsend has read somewhere that the business turnover 
in this country in 1929 was $1,300,000,000,000—one 
trillion, three hundred billion dollars! So that a tax of 
a mere 2 per cent on every business transaction would yield 

the necessary pen- 
ie ee ' sions without hard- 
Es Miku: ship. Obviously, this 
is the dream of a 
crackpot. If our 
annual business 
turnover were what 
this man claims, 
every man, woman 
and child in the land 
would have an an- 
nual income of $10, 
000 and a tax of 3 
per cent would pay 
off the national debt 
in one year! 

So what? Is the 
country laughing 
and saying we need 
pay no heed to such 
nonsense? Some are. 
Indeed, too many 
are. It would be 
better if the intelli- 
gent awakened to 

(Please turn to 

page 418) 
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Dr. Townsend 








Market Faces New Problems 


Rising Business Trend Is Offset for the 


Present by Washington Uncertainties 


By A. T. Miter 





HE past fortnight has seen a 
moderate recovery in the stock 
market suddenly washed out 

by the focusing of attention on new 
governmental uncertainties—specific- 
ally, doubt as to the Supreme Court's 
disposition of the now widely pub- 
licized “gold clause” cases. Before 
reacting, the industrial “average” 
most closely watched by short-term 
traders had attained a level only some 
5 per cent under the old “double top” 
of July, 1933, and February, 1934, 
It is distinctly worth while, how- 
ever, to emphasize that such generali- 
zation becomes increasingly futile and 
misleading. Seldom has a stock mar- 
ket been more discriminating, more 











The dangers of speculative theoriz- 
ing under present conditions are still 
more strikingly suggested if one com- 
pares stocks which, on the face of it, 
would seem to be affected by almost 
precisely the same economic influ- 
ences. For instance, Sears, Roebuck 
lost ground on the year, while Mont- 
gomery Ward advanced. American 
Radiator advanced 1 point, but Johns- 
Manville declined 6 points. Inter- 
national Harvester went up 3 points, 
while Case Threshing dropped 16 
points. Stocks of the sugar produc- 
ers, which theory held would benefit 
most from rising sugar prices, did 
very little, while American Sugar, 
a refiner, went up more than 17 








irregular, more filled with diverse 
trends both as regards the major 
groups and individual issues. It was so throughout most 
of 1934, as the net changes of the year clearly show. It is 
likely to be so for some time to come. 


Confusion of Trends 


Consider for a moment the widely published “industrial 
average” above referred to and which is daily studied by 
many in search of illuminating technical clues. It is made 
up of thirty stocks both prominent and representative. 
Among the lot, four issues—American Can, Coca-Cola. 
Eastman Kodak and International Business Machine—have 
shown broad gains over the past year. Some of the others 
have had moderate gains, but the majority are either little 
changed in a year or substantially lower. 

In short, the fact that this “average” has recently stood 
at a level around 5 per cent under the previous highest 
mark of recovery is due predominanly to the broad and 
persistent appreciation of four issues, each of which has 
invited demand because of strong earning power and 
attractive dividend yield. 

Looking beyond these thirty issues to other representative 
stocks, one finds the same marked divergences of trend. 
A year ago the metal stocks were favorites, on the theory 
they would appreciate handsomely on dollar de-valuation. 
To mention but two, McIntyre Porcupine and American 
Smelting ended the year lower than they began it. In the 
chemical group, long regarded by traders as virtually a 
sure fire bet, Air Reduction went up 12 points on the year, 
Allied Chemical went down 11 points and du Pont was 
virtually unchanged. Among the steels, United States 


Steel was off 9 points and National Steel unchanged. 
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points. Consolidated Gas dropped 
nearly 20 points, while North Ameri- 
can went off only 2% points. 

The one safe generality that can be drawn from all this 
is the lesson, emphasized repeatedly in these articles, that 
under existing circumstances the best speculative opportu- 
nities center either in stocks of solid investment merit and 
sustained earning power or in equities of companies favored 
by a clearly defined rising trend of earnings. In rational 
markets—and it has been a rational market since the specu- 
lative spree of 1933 ended in that headache of late July 
the earnings trend is always king. The New Deal has 
not yet got around to changing this. 


The Earnings Base 


At the present time confidence in the prospect of a rising 
trend of aggregate business activity is riding high. Yet 
it is a striking and somewhat sobering fact that confidence 
in the general profit trend is by no means equally high. 
For example, automobile production is the highest for this 
season since 1930 and current sales long in advance of 
spring weather appear to justify optimism. Yet shares 
of the leading motor companies have declined materially 
from recent best quotations and are considerably under 
the prices of a year ago. 

The threat of a possible outbreak of labor difficulties in 
the weeks ahead undoubtedly plays a part in this picture: 
but the larger factor is uncertainty, if not doubt, that the 
year’s probably augmented motor sales will produce propor- 
tionate gain in profits under present manufacturing costs. 

Similar uncertainties apply to the steel industry, in which 
operations are fully 30 per cent higher than at this time 
a year ago, without anywhere near a proportionate gain 
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in the steel shares. Such mild speculative interest as has 
been attracted to this group chiefly centers, quite logically, 
in the makers of the lighter steels and especially those 
favored with a large demand from the motor industry. 


Roosevelt Messages 


If there is little in these purely industrial and earnings 
considerations to make for ebullient enthusiasm in the 
stock market at the present time, there is even less in the 
current Washington scene. The President’s annual mes- 
sage to Congress and his budget message threw very little 
fresh light on the longer prospect for recovery in this 
country and certainly can only be regarded as disappoint- 
ing to anyone who had hoped for some hint as to when 
we may make even a start toward a budget balance. The 
stock market’s verdict, however, has been that the Admin- 
istration’s fiscal and relief program as now revealed is 
nothing to get excited about either way. 

With these messages out of the way, interest shifts to 
the two other branches of our government—the legislative 
and the judicial. In the immediate future the President’s 
social security program is expected to be revealed, but the 
stock market apparently believes the cost will prove mod- 
erate. In any event it shows no concern over this matter. 
Legislation helpful to the railroads is anticipated, but with- 
out much hope that it can by any means change railway 
revenues and finances overnight. Other specific events 
awaited are clarification of the Administration’s labor policy 
and the decision as to the 


begin to consider the implications of a decision adverse to 
the Government. 

We have no opinion as to this decision. Neither can we 
presume to forecast its possible effects because these would 
be determined not alone by an adverse decision itself but 
also by the subsequent prompt formulation of new Admin- 
istration policies. It is obvious that a great many corpora- 
tions having gold clause bonds outstanding are not able to 
meet 40 per cent larger charges in current paper dollars 
and this applies notably to railroads and public utilities. 
Not a few industrial corporations, however, would also be 
sorely hit. 

In the case of gilt-edged bonds of unquestioned ability 
to meet 40 per cent larger charges, in current paper dollars, 
both as to interest and principal, the effect would no doubt 
be a marked appreciation in market prices. But the securi- 
ties in this class are a minority, and the net effect of a 
decision against the Government would almost certainly 
be deflationary in the extreme—so much so that neither 
the Administration nor Congress could possibly contemplate 
such a development with equanimity. 


Effect of Court Decison 


It is conceivable that the response would be an immediate 
voluntary venture into some degree of currency inflation 
in a determined effort to stem a renewed wave of deflation. 
This would mean higher prices for common stocks of com- 
panies without gold clause bond obligations, but it is to 

be doubted that any such vio- 





precise future of N R A. 
Beyond these matters the 
market appears to be adopt- 


lent changes in the market 
pattern would come about 
either immediately or with- 























































































































































































ing a “show me” attitude 120 out an interval of confusion 
toward Congressional uncer- and disturbance. 
tainties in general as it won- 115 We have no desire to bor- 
ders whether the Administra- row trouble and we recognize 
tion can control the inflation- 110 that we are herewith discus- 
ists and spenders. sing contingencies which may 
Meanwhile, for the first ie q be remote, as we hope they 
time since President Roose- » 10a are. But it would be foolish 
velt was inaugurated, the o | to shut one’s eyes blindly and 
United States Supreme Court = ostt contend that here is some- 
has to be given immediate 4 thing that can not happen. 
consideration in any conjec- 6 90 In any event, since there 
ture as to the trend of the S) is more than one grave un- 
security markets. Several vita! © 85H. certainty to be resolved for 
cases testing the Constitu- Pa ~ the market over the next 
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reasonable alternative to con- 


sons that we need not dis- 


cuss, this is not of major + Alsenedlainen. 
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tinued retention of sound 





significance. 

On the other hand, at this writing the court is hearing 
arguments on several “gold clause” cases which have been 
lumped together in joint test of the Constitutional right of 
the Government to abrogate the gold clause in public and 
private obligations. Several weeks will probably be required 
before a decision is rendered. It need hardly be said that 
no one can forecast this verdict, but questions directed 
at the Government’s counsel by various of the Justices in 
the recent hearings—and notably by Chief Justice Hughes 
—can scarcely fail to make the stock and bond markets 
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equities. By sound equities 
we specifically mean issues of investment rank or, other- 
wise, stocks supported by a clearly defined upward trend 
of earning power. 

Only a small minority of the stocks recommended by 
us during the past year or more are in the class which 
would be directly and seriously affected in the event of 
an adverse gold clause decision, as above discussed. To be 
doubly safe in the present uncertain situation, we herewith 
point out to investors that it would be merely the part of 

(Please turn to page 416) 
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q Another Five Billions for Recovery 


q Private Enterprise Is Encouraged 


What President’s Messages 


Signify 


for Business 


By THEopore M. KNnapPEN 


Associate Editor and Washington Representative 


N the first sen- 
tence of his an- 
nual message to 

Congress the Presi- 
dent reminds the 
American people that 
they are witnessing in 
his administration 
something more than 
a wrestle with relief 
and recovery prob- 
lems. 

“We have under- 
taken a new order of 
things,” he says... . 
The New Deal is to 
go on. “The 
outlines of the new 
economic order, rising 
from the disintegra- 
tion of the old are 
apparent. — The at- 
tempt to make a dis- 
tinction between re- 
covery and reform is a narrowly-conceived effort to 
substitute the appearance of reality for reality itself.” The 
over-privileged are to be “weeded out” and the under-privi- 
leged are to be lifted up. ‘Americans must forswear that 
conception of the acquisition of wealth which through ex- 
cessive profits, creates undue private power over private 
affairs and, to our misfortune, over public affairs as 
well.” 

Happily no rule is given for singling out the over-privi- 
leged, and the “profit motive” gets the President's formal 
okay; greater ability, he finds, is entitled to greater rewards, 
and he is opposed to dividing up the national wealth “on 
stated occasions.” The New Deal is thus defined as a col- 
lective institution whereby millionaires are to be kept down 
and millions of the common people are to be lifted up. 


International Phote 


To a business world grown used to 
change, evolution and revolution there 
is nothing alarming in this program— 
except perhaps that the patient is to 
be subjected to some major operations while he is still 
ill. Certainly there is nothing in this vision to disturb the 


Reform to 
Continue 
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great masses of the 
American people or 
to threaten our eco- 
nomic institutions. It 
is simply plain and 
blunt warning that 
reform and recovery 
are going on together 
—like it or not. Most 
of us do not fear that 
we are to be classed 
among the “weeds” 
which are to be up- 
rooted. If the Presi- 
dent’s reform homily 
sounds a bit shocking 
in its vagueness, it is 
well to remember that 
this is a democracy 
and that demos will 
not always get along 
without some fat sops 
as well as bones. On 
the other hand, the 
cock-eyed radicals, parlor pinks and direct action crack- 
pots are rebuffed. The hereditary conservatism of the 
wealthy scion of Dutch patroons has revealed itself to 
them beneath a parlor frosting of sentimental equali- 
tarianism. 

At bottom a great majority of Americans are and always 
have been believers in progressive improvement of the mate- 
rial as well as the cultural status of the masses. The 
humanitarianism of President Roosevelt has been recur- 
rently voiced by the White House from the days of Jeffer- 
son, Jackson and Lincoln to those of Roosevelt I, Wilson 
and Roosevelt II. . . . But business went on as usual. 


Against the calm confidence of the 
President’s unruffled acceptance of a 
budget approximating nine billions of 
dollars, the fourth deficit in a row of 
more than three billions and a national debt mounting 
towards $34,000,000,000, is to be placed the brutal fact 
that neither in the general message nor in the budget mes- 
sage is there any plan looking to fiscal equilibrium. 

This hiatus will doubtless leave the possessors of the 
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nation’s mobile wealth cold. A deficit larger than the total 
budget of any other nation in the world is met with no 
suggestions for increase of taxation and no scheme of pro- 
gressive reduction of expenditures—nothing but a hope for 
“tapering off.” Mounting deficits having ever degenerated 
into straight monetary inflation, the messages will contrib- 
ute nothing to the resumption of creative investment and 
the lifting of the fear of the future which has so long para- 
lyzed the capital goods industries. 


No Monetary To be coupled with the gap in 


Ia the budget is the fact that the 
Stability? President had not a word to 
say about definitive monetary 

stabilization. The door is thus left wide open for fear 


of inflation and continued suspicion of the currency. 
Billions are to be tapped to finance relief and prime indus- 
trial recovery but the foundations of automatic recovery 
are not repaired. On the other hand, there is not a word 
in the messages to encourage the militant inflationists—the 
deficit is to be financed in the orthodox way of borrowing. 
Confidence is expressed that that will not be diffiicult—and 
that is the fact. The business world will feel certain that 
fiscal chaos is not at hand, even if it reads in the messages no 
fundamental scheme for recuperation. 


Four Billions 
for Relief 


The relief and industrial recov- 
ery expenditures are to be consoli- 
dated into a single agency, and 
relief is to take the form of work 
on public projects. The so-called dole is to be abolished 
to the utmost possible degree by giving government jobs 
to the 3,500,000 employable now on direct relief and 
turning the 1,500,000 unemployable over to the mercies 
of the states. The Government now definitely assumes 
that it is the duty of the state to provide its citizens with 
employment. 

The President wishes the proposed fund of $4,000,000,- 
000 for relief and employment to be turned over to him in 
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a lump sum. This request raises the specter of another 
political pork barrel large enough to influence the next elec- 
tions. Centralization of the control of expenditures is good 
business policy, however, and the President promises that 
the moneys will be spent where the masses of the unem- 
ployed live and not on the basis of states’ rights to pork. 

Business judgment will approve the formula that wages 
on public works, while larger than direct relief allowances 
have been, shall be less than the rates prevailing in private 
employ. The Government distinctly will not compete with 
private employers for the favor of the unemployed, and 
the works projects are to wane as industrial enterprise 
gains. But the fact that all government work is to be 
handled directly, as far as possible, thus eliminating 
contractors of all sorts, while probably the only way to get 
around the artificial wages of the codes and the unreasonable 
demands of organized labor, will put in limbo that great 
class of enterprising citizens who are willing to risk their 
time and money in construction enterprises. Public works 
will inevitably be conducted wastefully, with a myriad of 
politically appointed bosses floundering incapably in jobs 
beyond their ability, experience or responsibility. 


Both messages assume 
that public revenue—both 
customs and internal — 
will be increased through 
the expansion of business activity. This is probably a justi- 
fied assumption in which the business world will concur. 
Domestic trade is growing; imports are mounting. Time and 
tide fight for gradual recovery, even with strength enough to 
overcome ill-judged governmental help. The new budget 
does away with the former double budget of general and 
emergency expenditures, the latter (except agricultural) now 
appearing simply as Title VII of a single budget, and the 
President points out that the 1936 budget is in balance 
outside of this title, which is about the same as saying that 
the budget would be in balance if it were not out of balance. 
It is commendable, that the really regular expenditures which 
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were concealed this year in the emergency budget are now 
back in their regular departments and agencies even though 
enlarged, as in the case of the Army and Navy, partly 
for recovery reasons. 

The Army and Navy get $270,000,000 more in the 1936 
departmental allowances than they had in 1935, practically 
all of it to be spent for construction and new equipment, 
meaning welcome business for the durable goods industries. 
Reverting to relief and recovery expenditures in this con- 
nection, it is to be noted that about $1,600,000,000 of the 
$4,000,000,000 total may be reckoned as going to private 
industry for supplies, construction materials, machinery and 
other equipment. In the light of past experience with gov- 
ernmeatal lethargy and procrastination, it is doubtful 
whether these sums can be expended in the course of a year. 
The money will be available before next July. Actually, it 
took 34 months to spend the $4,000,000,000 that had gone 
to relief and recovery at the end of November, 1934. 


While A A A is to go on, the realiza- 
tion of plans for less adjustment of farm 
income is indicated in a slight reduction 
in the estimated revenue from processing 
taxes for this purpose. Agricultural prices are getting to 
a point where it is hard to justify some adjustment pay- 
ments under the pretext of restoring farm income to the 
pre-war parity with industrial prices. 

Business men who scrutinize the budget from the point 
of view of balance will note that so-called regular expendi- 
tures for 1936 will be almost half a billion more than in 
1935 and almost $900,000,000 more than in 1934. After 
allowing for reshuffling of bookkeeping, the latter amount 
will still be more than the entire expenditures of the govern- 
ment in 1914. 

That growth of regular expenditures may be expected on 
an increasing scale in future years, regardless of relief and 
recovery, is shown by the President’s reference to the advisa- 
bility of applying relief and recovery funds in accordance 
with the “broad program of the National Resources Board,” 
which suggests the expenditure of $105,000,000,000 in the 
next fifteen years for the ultimate objective of the “enrich- 
ment of human lives.” This vast sum will give an inkling 
of how the “over-privileged” are to be “weeded out” and 
the under-privileged are to be rescued. Associated with this 
huge forecast of the future “security of livelihood through 
the better use of 
the national re- 
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lief and recovery is not distributed in the budget we have 
only the President’s generalization to satisfy our curiosity 
at this time of how the costs of ten Panama canals are to be 
poured out, as follows: 


(a) Rural electrification. 

(b) Reforestation of the great watersheds of the nation. 

(c) Prevention of soil erosion and reclamation of 
“blighted areas.” 

(d) Improving existing road systems and construction of 
national highways to handle modern traffic. 

(e) Elimination of railway grade crossings. 

(f) Extension and enlargement of Civilian Conservation 
Corps (expected expansion is to 850,000 men.) 

(g) Non-Federal work “mostly self-liquidating and 
highly useful to local divisions of Government.” 

(h) Rural housing of various kinds. 

(i) Slum clearance. 


Still in the 
Presidential Sleeve 


Besides omission of discus- 
sion of every phase of mone- 
tary legislation the President 
did not mention the soldiers’ 
bonus (although he did call attention to the fact that veter- 
ans’ appropriations are greatly increased), banking legisla- 
tion, future of R F C, aviation, shipping utilization of the 
“profit” resulting from the nationalization and devaluation 
of gold, foreign trade policies, the 30-hour week and labor 
legislation generally, and the international political debts. 
He merely mentioned the regulation of transportation, the 
reconstruction of NRA, the continuation of the Home 
Owners’ Loan Corporation, and “abolition of the evil fea- 
tures of public utility holding companies.” There was not 
a word about further projects similar to TV A. Some of 
these subjects and others will be discussed in supplementary 
messages—leaving plenty of room for bargaining with Con- 
gress and gaining time to size up the temper of Congress 
and the degree of his domination of it. 

The public must be warned not to accept the Budget as 
prepared by the President and the Bureau of the Budget as 
the one Congress will enact. This is a spending Congress. 
It will press on many items of the budget for more than the 
Executive proposes, and will strive for supplemental provi- 
sions. We may count on total appropriations exceeding at 
the least $9,000,000,000, (as compared with the budget 
figure of $8,500, 
000,000) with 








sources of the 
land in which we 
live” are immedi- 
ate employment 
insurance, old-age 


Three Years of Record-Making Budgets— 
and Deficits 
(Fiscal Years) 


staggering au- 
thorizations for 
the future; there 
will be a rush to 
plunge into the 


pensions and 1936 1935 1934 | program of the 
other dependency ‘ mes Estimated Partly Estimated Actual National Re- 
benefits—cost not 1. Internal Rev............. $3,443,900,000  $3,197,466,507  $2,640,603,828.30 sources Board, 
budgeted. The yn ra 298,000,000 287,000,000 313,434,302. 19 with its infinite 
present staggering 7 ee Revs arma ee ‘aioe grinned yee capac 1¢ y for 
b dg 5 are a . Assets Realization........ 78,939,80 9,370, ’ ’ . “e ” fais 
an Se “ae Total Receipts......... 3,991,904,639 -3,711,650,688 —«3,115,554,049. 53 pork” — produc 


dently to become 
a fixture. The 
New Deal con- 
templates a cease- 
less attack on 
“low-living.” 

As the $4,000,- 
000,000 (outside 
of $570,000,000 
AAA process- 
ing taxes) now to 
be spent for re- 
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II. Expenditures 


oe de ey py ee 2,821,734,611.81 


3,898,402,134 3,266,266,374 


2. Supplemental............ 40,000,000 85,000,000 == wcccceeveees 
3. Recovery and Relief...... 4,582,011,475 5,259,802,852 4,283,315,473.14 
(including A A A) 
Total Expenditures. .... 8,520,413,609 8,581,069,026 7,105,050,084.95 
RUE, RPE scncnsus sae stwesee ee 4,528,508,970 4,869,418,338 3,989,496,035. 42 
IV. Means of Financing Deficits 
1. Borrowings.............. 3,788,623,782 4,606,058,460 3,989,496,035, 42 
2. Reduction of Treas. Work- 
ing Balance............ 739,885,188 esr ee 





* Includes some items carried under recovery and relief in preceding years. 

















tion and its pow- 
erful allure for 
local boosters. 
The two mes’ 
sages are reassur’ 
ing on the whole. 
They _ breathe 
confidence and 
courage, despite 
their important 
(Please turn to 
(page 415) 


THE MAGAZINE OF WALL STREET 











lak 
an 


ne’ 
otl 


"an 


mi 


se 
mc¢ 


fo 





ave 
Dsity 
lo be 


tion. 


of 


n of 


tion 


-) 


and 


cus- 
one- 
Jent 
iers’ 
ter- 
isla- 
the 
tion 
hor 
bts. 
the 
me 
fea- 
not 
: of 
ary 
on- 
ress 


as 
> as 
ess, 
the 
VI- 


get 


ere 


the 
the 


d, 
ite 
for 
Lic? 
Wwe 
for 


es’ 
ir’ 
le. 
he 
id 
ite 
int 


4 











James Allen Etching, Courtesy, Kennedy & Co. 





NL WLLL IEAM RPAPBLIE 


What Does Labor Want? 
What Will It Concede? 


An Answer to One of the Most 
Pressing Questions of Our Times 


By MattrHew WOLL 


Vice-President, American Federation of Labor 


HAT does organized labor want and what will it 
concede? It is not a particularly difficult question 
to answer, but I would prefer to state first what 

labor does not want. 

In the first place, it most emphatically does not want 
any form of dictatorship no matter under what name it 
may masquerade. No self-respecting worker wants any 
new or old style Hitlerism, Communism, Fascism or any 
other “ism” which subordinates the individual to the state 


‘and provides a political, social and economic system per- 


mitting dictatorship by an individual, a minority group or 
a political party in return for a vague promise of alleged 
security in the future. It wants none of these things any 
more than the so-called “white-collar worker,” or business 
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man, or the farmer—or any one but the incompetent, the 
lazy and the fanatic—wants them. 

Yet it is apparent that we are drifting toward some sort 
of radical collectivism which seems to me to be a mixture 
of German Hitlerism and Italian Fascism. If some of the 
present tendencies are not checked, if we do not regard 
more seriously essential principles which have been tradi- 
tional since the founding of the Nation, we may find in 
the very near future that most of us are working directly 
for the Government or under orders from Washington. 

Organized labor in the second place does not want any 
form of inflation. Inflation is the inevitable outcome of a 
steadily increasing public debt. A public debt which is 
too great for the taxpayers to bear is the only reason for 
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inflation and the world is strewn with the economic 
wreckage which it has caused. 

Our public debt—National, state and local—is increasing 
at a terrifying rate. It must not be forgotten that the 
easiest way to turn a democratic government into some 
form of dictatorial collectivism is by running it so deeply 
into debt that business and industry can no longer carry 
the burden. This is the road along which we are traveling 
and will continue to travel unless and until the voters take 
the matter into their own hands and see to it that campaign 
promises of balanced budgets, economy in the conduct of 
government and a gradual lessening of the economic burden 
under which American taxpayers are staggering, are kept. 
If we wish to maintain our high standard of living, if we 
wish to keep down the cost of that living so that it bears 
some proper relation to national income, we must learn to 
use the ballot box and the voting machine intelligently. 


The Opportunity to Work 


On the other hand, I recognize, as every intelligent per- 
son must recognize, that we are going through abnormal 
times—not so very different from other crises with which 
the Nation has been faced except in intensity. Never has 
there been a time when such a large percentage of the 
people of the United States have been on some form of 
relief. A large majority of these people do not want 
charity—all they ask for is an opportunity to work. In 
some way or another, we must provide for these people and 
in such a way as to do the least extent of damage to their 
self respect. 

We must not forget, however, that taxes provide the 
greatest single contribution to the cost of living today. It 
makes no difference whether these taxes are paid in the 
first instance by big business, industry, the public utilities, 
the banks or insurance companies, it is the ultimate con- 
sumer who pays them in the end, for they must be reflected 
in the price of everything which he has to buy for himself 
and his family. The tax collector pitches his tent where the 
raw materials are produced and beats the finished article 
to the retail store where his toll is added to the price tag. 
His travels over the route of production and distribution 
are marked with an endless series of demands for more and 
more taxes. We have to spend money to take care of the 
people who are finding it difficult or impossible to take care 
of themselves, but we must be sure, at least, that we are 
spending it sanely and in a manner which will result in 
the greatest good for the greatest number of people. 


What Labor Wants 


Organized labor wants to see a check placed on the 
further extension of government into our economic life. 
From some activities the Government should definitely retire. 
By this I do not mean that business should not be regulated 
by certain forms of restrictive legislation. Natural monopo- 
lies such as the public utilities and the railroads must be 
regulated with a firm hand in the interests of both the 
public and the security holders in these enterprises. Insur- 
ance companies must be regulated in the interests of their 
policy holders for whom, after all, they act in a purely 
fiduciary capacity. Banks must be regulated in the inter- 
ests of their depositors, their stockholders, and their cus- 
tomers for credit, alike. Sanitary laws controlling the 
processing and distribution of food; various health measures 
and protective laws against unnecessary, unusual hazards; 
laws against misrepresentation, fraud and unfair competi- 
tion; laws prohibiting child labor and laws relating to wages 
and hours of work; these are all necessary and proper in 
the interest of the public as a whole. 
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But when I say that labor wants to see a very definite 
check placed on undue government interference in busi- 
ness, I mean, first of all, the rapidly growing tendency on 
the part of government to compete with its own citizens 
which, if carried out to its logical conclusion, must eventu- 
ally lead to political ownership and operation of all of the 
processes of production and distribution. This may satisfy 
the aspirations of the average foreign worker, but is entirely 
foreign to the aspirations of the average American worker. 


Federal Competition 


The electric utilities, like the railroads in the earlier 
days, have done many things for which they should be 
condemned. They have made many mistakes and it doesn’t 
matter very much whether they were mistakes in 
judgment or mistakes made because the promoters and 
entrepreneurs had no desire other than to fatten their 
own pocketbooks. Recent scandals are still a disgrace 
and the uncovery of more of these scandals is to 
be looked for. Financial structures in the form of 
holding companies on top of holding companies were built 
which never should have been built. Here and there these 
financial structures have been like a pyramid built upside 
down and have toppled over like a house of cards. In the 
fight between these great utility combinations for territory, 
prices have been paid for properties which cannot possibly 
pay a fair return on those values for generations to come. 
This has, in certain sections of the country, resulted in 
rates out of all proportion with the service rendered. 

I wonder, however, if we’ are seeking the solution of the 
public utility problem in quite the right way. The Govern: 
ment is spending hundreds of millions of dollars—which 
will eventually run into billions—of the taxpayer’s money 
in order to engage in a destructive competitive battle with 
its own citizens, and I sometimes wonder if the public really 
knows what the Government’s hydro-electric policy, coupled 
with its policy of stimulating municipalities to go into the 
electric light and power business in competition with local 
plants really means to every man, woman and child in the 
United States. 

First, it is bringing about the destruction of billions of 
dollars of security values—security values representing 
tangible operating enterprises in which millions of people 
have a very definite stake. These people are not confined 
to the security holders themselves. Every owner of an 
insurance policy is affected because this scheme of political 
sabotage must affect insurance company reserves established 
for the protection of the policy holder. In the same manner 
every man or woman who has a savings bank account is 
affected, for the banks have hundreds of millions of dol- 
lars invested in public utility bonds. Organized labor is no 
more in favor of political sabotage than it is in favor of 
industrial sabotage. 


Why Not Regulation? 


In view of these facts, isn’t it possible to regulate these 
utilities in the public interest with a firm hand so that the 
dollars which are actually invested in them shall receive 
only a fair return and the public receive a maximum amount 
of service at a minimum cost? Advocates of government 
ownership and operation of public utilities tell us that 
regulation has failed—that the only way to secure a large 
supply of electric light and power is for the Government 
to take it over by the simple process of destroying the 
existing enterprise. 

I do not believe that this necessarily is true. If regula: 
tion has failed, it is, in part, the fault of the Government 
—and in part of the utilities who have gained control of the 
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ublic service commissions. This is the danger Governor 
Hughes of New York State pointed out years ago—it is 
the lack of courage of the governors who appointed them, 
and of the state legislatures for failing to keep politics out 
of regulation or for failing to provide the public service 
commission with sufficient money to enable it to enforce 
the law. If existing public utility laws are not enforced, 
it is the fault of this conspiracy of politician and utility 
interest. Political ownership of the utilities will not of 
itself help the situation. 


Effect on Workers 


What of the coal miners, the railway workers, the in- 
aumerable employees of the existing privately owned and 
operated public utilities, the army of workers in the oil 
and gas industries? The coal, oil, gas and transportation 
industries will all be adversely affected if the Government 
carries to its ultimate end its vast plans 
for the development of hydro-electric 
power which means that every worker 


exactly the same way. 

It has been said that the Govern- 
ment’s hydro-electric policy, if carried 
out to its logical conclusion, must have 
a very serious effect on industry as a 
whole and consequently on all indus- 
trial workers. Every one knows that 
agreat hydro-electric project, to be suc- 
cessful and furnish cheap domestic elec- 
tricity, must develop a large market for 
wholesale industrial power. This is a 
simple and fundamental principle of 
power economics. Is the Government 


lishments and move them, willy-nilly, 
into the areas served by its enterprises 


munity or the workers in the industries? 
Or is it going to build factories of its 
own and enter into destructive compe- 
tition with industries which have not 
found it practical to move at the be- 
hest of government? In any event the 
workers’ future is deeply involved and 
their best interest must be conserved at 
all hazards. These aspects of the problem must be considered. 

Organized labor reserves the right to bargain collectively 
with employers without interference by government unless 
there be unusual violence in connection with a strike—then 
it becomes a mattter for local or state police. For the past 
two decades the relations between the workers and em- 
ployers have been steadily improving. Employers are 
becoming more and more appreciative of the aims and 
aspirations of organized labor and the rights of the workers 


aa 


toa fair share in the proceeds from business and industry. 
| Organized labor has had a better understanding of the 
| problems of management. 
| with government taking a hand and undertaking to settle 


But the past year and a half, 


all disputes by governmental fiat, has produced a record of 
unusual disputes and strikes. Organized labor and employ- 


| ets should be encouraged to settle their disputes as between 


themselves and without any assistance by commands and 
prohibitions devised by academic theorists in or out of 


- government service. 


The fact is, the labor provisions as heretofore interpreted 
by industry have made for industrial unrest and dissatisfac- 
tion. Unfortunately, these interpretations have received 
full sanction by some high in governmental authority. 
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Thus the right of labor to organize has been perverted into 
channels of employer dictation, and collective bargaining 
has resulted not in collective agreements with organized 
labor, but in understandings and agreements between indus- 


try and the Government. As a consequence labor has 
been compelled to enter more deeply into the political 
arena, and employers and workers instead of having been 
encouraged to meet around the table, have been placed in 
opposing camps before some governmental tribunal or com- 
mission. 

The leaders in both groups are fast coming to believe 
that in the event of an industrial dispute of any kind they 
must eventually come to Washington and appear before 
a high court of government officials who will act as judges, 
jury, prosecuting and defense counsel. As a result, em- 
ployers and leaders of the workers are beginning to feel 
that there is little use in trying to get together because 
eventually they will have to appear before some such 

court for a final settlement. 


Unemployment Insurance 


How about unemployment insur- 
ance? In the first place we encounter 
the difficulty of terminology. History 
records that all attempts to devise some 
form of unemployment insurance 
which would be actuarially sound under 
all types of distress have failed. In 
long periods of depression, any relief 
or fund which may have been built up 
becomes rapidly depleted as there is no 
income and the whole scheme becomes 
a government dole. England has had 
a vast experience in this field and it has 
concluded to separate these two fea- 
tures. Of course, we must take care 
of people who cannot find employment 
but who are willing and anxious to 
work. This is both a social problem 
and a social obligation. However, what 
we need most is some kind of a scheme 
which will guarantee employment to 
all who are willing to work. All the 
worker asks is a chance to work—he 
doesn’t want charity in any form no 
matter how high sounding the name 
under which it is administered may be. 


Labor Favors Capitalism 


It would be difficult to find two people to agree on a 
definition of capitalism. If by capitalism is meant a system 
of private ownership and control of those activities which 
are not natural monopolies, or which in time come to 
occupy this relative position and wherein reward is based 
upon private initiative and personal adventure, then I 
believe in it, and organized labor with the exception of a 
small minority believes in it. Mind you, I recognize, and 
I think that every intelligent person recognizes, that our 
system has developed certain weaknesses, that much of our 
industrial and economic machinery has become obsolete, 
that we need to grind out the valves and take the carbon 
out of the cylinders. This does not mean that we have to 
junk the whole system and adopt an entirely new social, 
economic and political system which while it is called “new” 
is as old as government itself and has an unbroken record 
of failure wherever and however it has been tried. Un- 
fortunately, the burden of these failures always falls most 

(Please turn to page 414) 
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Congress may give you plenty to 
worry about, but it starts off with an 
antidote for worry. Abrogation of 
the rule of the House of Representa- 
tives that 145 petitioners can get a bill 
out of committee comes pretty near put- 
ting the wild men into legislative cold 
storage. Now it will take a majority, or 
218 members to break up routine pro- 
cedure. Even if the Republicans should 
act as an obstructive unit it would still 
be necessary to rally 115 Democrats and 
third-party men behind a revolt before 
the House could get a chance to consider 
a measure not reported by a committee. 
Moreover, the regulars have the speaker, 
the floor leader, the rules committee and 
pretty much the whole list of committees 
on their side—and that is the President's 


side. 


Democratic leadership has entirely 
broken away from the old idea that the 
House is a free deliberative body. Lead- 
ership is now a cold oligarchy which can 
only be broken down by an overwhelm- 
ing revolt. And every attempt at such a revolt will be shot 
in its tracks. Shrewd leadership will, of course, compromise 
at times; and bills without the President’s indorsement, and 
amendments to those that have his indorsement, will occa- 
sionally get by. But nothing terrible so long as the leaders 
are not overthrown. They will not be overthrown at this 
session. 

The bonus payment is the outstanding proposition 
which will be met by concession, compromise, and even 
surrender, instead of force. 


Do not expect too much from the four-billion- 
dollar public works program. While the amount is huge 
it represents no more than 8 per cent of our total business 
turnover last year. Moreover, its effects cannot be imme- 
diate. The funds will not be available before July and 
considerable time will elapse before it is spent. 

Business may feel the effect of orders for big public 
projects in the second half of the year but they will no 
more bring prosperity in themselves than the last four 
billion did. Manufacturers of construction raw mate- 
rials will naturally be the largest beneficiaries. 


National minimum wage is beginning to find favor 
with some of the ambassadors of business at Washington. 
As price control goes into the sewer, executives are begin- 
ning to look for a practical price bottom. They have that 
in the minimum wages of the codes—when they work— 
but not generally or dependably. After all, a Code Author- 
ity is not so terrible to the chiseler. It is believed that a 
national minimum wage law can be enforced. If wages 
can be held up they will check price cutting of the de- 
structive kind. 
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Happening in Washington 


By E. K. T. 





Harris & Ewing Photo 
Harold L. Ickes 
Rallying Power of the Radicals 


Strike threats in motors, steel and 
elsewhere are bringing business leaders 
and labor leaders together with a view to 
finding common ground. Farm leaders 
are also sitting in. Split in the ranks of 
the American Federation of Labor 
arouses the specter of a subversive labor 
organization succeeding it. American 
Federation of Labor is the only free na 
tional labor organization which is not in 
effect a subversive political party. 


Basic economic philosophy of the 
Federation has been sound. It has for 
many years taken the position that labor 
should not obstruct production, that be: 


growth the main hope of higher pay. 
President Green’s stubborn stand for a 
short-day at full-pay is making his econ: 
omists wince. 


Curiosity is rampant as to what 
will be the setup of the consolidated 
administration of public works and relief, 
which is to put 7,000,000 men on public 
and private payrolls. Harry Hopkins is expected to be the 
head; and, if so, Mr. Ickes’ separation from the Government 
may result. Ickes has become the rallying point for the rabid 
radicals and social soreheads of the Government, and some 
of his staff are said to have pestiferously appointed them 
selves the Paul Prys of the whole shooting match. Ickes has 
hoped that recovery expenditures would be largely in direct 
government housing, but Hopkins has had the same idea 
as a relief measure. Both have been building rehabilitation 
housing. Business gets along better with Hopkins than 
with Ickes, although the former’s one-time policy of treating 
strikers as on the same relief basis with men involuntarily 
out of work was bitterly resented. The consolidated job 
will call for the appointment of a man of great executive 
talent, surrounded by strong assistants, to whom both 
responsibility and authority shall be entrusted. 

The job will be the biggest in the Government, next 
to the President’s. It may go to Moffett or Walker 
but more likely some proved executive from outside 
the present body of the President’s lieutenants will be 
chosen. 


Recovery is now the President’s dominant motive. 
He feels that his ideas of economic reform are pretty well 
established and that the big task of the moment is to utilize 
the power, influence and resources of the Government to 
encourage business to function. No better symbol of his 
devotion to this objective could be found than in the 
appointment of an outstanding industrialist to head the 
last great charge of the Administration on the depression. 


Definitive price control is marked for ousting from 
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NRA. But the threatened 30-hour week would neutralize 
this reform. At best it would not give employment to more 
than 750,000 men, would reduce the purchasing power 
of those 30,000,000 who now have jobs and would shackle 
industrial reflation when it finally gets under way. 


Durable Goods Committee met in secret conclave 
last week to consider further what changes in public policy 
both financial and industrial control will aid in breaking 
the jam in their industries. Talk centered about the 
revival of the building industry, and the promotion of the 
work of the Federal Housing Administration. Some of 
the tycoons were anticipating a spurt from the new recov- 
ery-relief program. 

Financing plans of that administration have met a 
check in the fact that the amended laws regarding 
banking affiliates are keeping banks from subscribing 
to stock in the mortgage associations. 


cent? We jumped off the gold standard—we may be 
kicked back onto it. 


Excise tax on checks is the only temporary tax left 
out of the 1935-36 budget. It amounts to about $22,000,- 
000. When we were pulling out of the depression of 
1920-21 taxes were reduced $800,000,000 a year by the 
revenue act of 1921. Unemployment was estimated at 
5,000,000. Federal expenditures for the fiscal year 1923 
were cut $1,800,000,000 below those of 1921. In those 
days we saved out of depressions, now we squander out 
of them. We took the right course in 1921+—and yet we 
may be taking the right course in 1935. 

And yet I wonder if—taxation up and expenditures 
and debt mounting—Secretary Morgenthau would pre- 
dict recovery as confidently as Mr. Mellon did to me 
in June, 1922—with taxation down, expenditures down, 
debt down. 


monies Chiselers in the lumber 








Home Loan Bank = 





Board’s pathetic complaint 


industry—bereft of its price 


that its resources are used 
only to a limited extent has 
revived the suspicion that 
the country is not in a 
building mood and the fear 
that it will not be until the 
general business situation is 
much improved. This af- 
fords the advocates of even 
greater spending than the 
President proposed an op- 
portunity to insist that 
“priming” must go on until 
unemployment is elimi- 
nated. Who knows what 
the Home Loan Banks 
(Hoover’s children) are? 
Who would believe that 
they have $163,000,000 to 
lend for home-building- 
and no takers? 


Business outlook for 
consumption goods is 
bright. Program of substi- 
tuting work for direct re- 
lief as much as possible 
means sustained buying 
power having its sources in 
the Treasury. 

Some of this buying 
power must eventually 
trickle down to the capi- 
tal goods industries. 
Consumption goods in- 
dustries and trades have 


Washington Sees— 
Green Congress thrown and tied by President’s 
Pretorian Guard. 


No organized revolt at this session, but mass mania 
is a menace. 


Crackpot social legislation threatening. 


Rank and file of Congress secretly or openly for 
high-speed manufacture of money. 


Credit inflation impossible until business swells up. 
Possible “separation” for Ickes. 


Big man to boss four-billion dollar, seven-million 
men job. 


Home Loan Banks forgotten with $163,000,000 to 
burn. 


Hot oil decision of little significance or effect. 


Capital, labor and agrarians trying to find common 
ground. 


Thirty-hour week grim threat to business recovery. 


Labor economists at odds with Green, A. F. L. 
mogul. 


Increasing business activity of next six months as 
lasting through the year. 


Near boom for consumption goods. 


President staking everything on colossal recovery 
effort. 


National minimum wage attracting business favor. 











control — are wondering 
whether they chiseled need- 
lessly. So far, the suspen- 
sion of minimum prices un- 
der the lumber code has not 
resulted in a general price 
collapse, but manufacturers 
who | sacrificially observed 
code prices are now getting 
the business again. 


Talk of Credit Infla- 
tion amounts only to this— 
that governmental policies 
—borrowing and expendi- 
tures and changes in bank- 
ing laws—create more fuel 
for inflation if it starts. 
Only business expansion or 
a change in public psychol- 
ogy can start a credit infla- 
tion. Such inflation will 
impend only after business 
speeds up. We had credit 
inflation during the war— 
and later in securities and 
real estate, when a specu- 
lative confidence mania cor- 
rupted the public and the 
bankers. 

We are far from such 
mania now. But even 

a comparatively small 

dilution of formal 

money might create a 

flight from money to 





the best year since 1930 ahead of them. 


Nobody dare believe that the Supreme Court will 
decide that gold contracts in bonds and mortgages must be 
upheld, but if it should do so, the only answer might be 
a precipitate return to the old gold standard. While it 
would take 69 per cent more present dollars to be the 
equivalent of the former gold dollar, wholesale prices have 
advanced only 28.7 per cent, since March, 1933, and only 
a part of the advance is due to devaluation of the dollar. 
Prices would not fall to the 1933 level. Which would be 
the greater net evil—to mark up gold debts 69 per cent 
in present dollars or have price levels fall, say, 15 per 
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property and a blazing inflation of prices. 


Danger of Money Inflation is that collossal bor- 
rowing will give plausibility to the Arthur Brisbane 
idea that printing press money is merely a way to bor- 
row from the public without interest and without 
maturity, whereas issuing bonds is creating a safe field for 
investment for the “over-privileged” few who have sur- 
plus cash. 

We were never so near to fiat inflation in this genera- 
tion as we are now. The will for it is in Congress. 
Before this session is over President Roosevelt will have 
to fight it with might and main. 
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HE United States ostensibly embarked on a policy of 
restoring silver to its place in the sun as a monetary 
metal as a means of conferring the blessings of 
abundant international trade on the billion benighted 
natives of various parts to whom silver was supposed to 

be the only money of commerce. Incidentally, of course, but 

only incidentally, it was pointed out that this righteousness 
toward the heathen would be rewarded by great trade 
riches for the United States. 

But the silver devotees, whom abundant silver money in 
America was to save, do not seem to appreciate their 
salvation, or at least the processes of it. Not long after 
the Treasury Department began to buy foreign silver the 
Chinese, the only great nation in the world on the silver 
standard, began to show evidences of alarm over both the 
effects of the Pittman silver agreement adopted at the 
London Economic Conference in 1933 and of the U. S. 
Silver Purchase Act of 1934. In August, 1934, Dr. H. H. 
Kung, Chinese Minister of Finance, complained as follows: 

1. China signed the silver agreement with the under- 
standing that it was designed primarily to assure the 
stability of the price of silver. 

2. Under the Silver Purchase Act “it would now appear 
that the interests of China and the stability of price of 
silver are menaced as much 


"Doing Something for Silver’ 


It Brings Disaster to the Chief Silver Na- 
tion and Checks Our Trade with China 


By Joun C. Cresswiti 








) 









of foreign currency has involved severe deflation and 
economic losses to China and has dislocated China’ 
balance of payments, in part at least, by hampering exports 
Recently the stimulation of silver prices abroad, to which 
exchange has not fully responded, has caused serious drain 
of silver, creating great alarm. The silver exports of this 
year to date are over three times greater than any previous 
full year.” 

In gentle protest against the American policy of pur 
chasing silver at higher and higher prices, Mr. Sze said: 
“Although influential American circles advocate higher 
silver prices, the Chinese government, of course, makes no 
assumption concerning the American policy in this regard.” 
But, he continues: “China is certain that the American 
government desires to avoid any action that may aggravate 
present conditions and would co-operate to prevent further 
rise and maintain the stability of silver, which the London 
agreement contemplates.” 

Mr. Sze concluded by intimating that China might bh 
forced to abandon the silver standard and eventually go 
to a gold basis and blandly suggested that the United States 
might co-operate to that end by trading some of its exces 
gold for some of China’s silver. 

A little later Mr. Sze, prompted by the government at 
Nanking, bluntly asked 





















= Secretary Hull: “Could not 





as they were by the previous 
situation.” 





the American government 








The Minister of Finance 
therefore said: “In order 
that China may properly 
safeguard her currency, 
which recently has been 
flowing out of the country 
to a degree that is poten- 
tially alarming, China would 
appreciate an indication of 
the probable policy of the 
United States in the future 
purchase of silver.” 

This memorandum from 
the Chinese Minister re- 
ceived first a wordy reply 
from the U. S. Consul at 
Shanghai, which said very 
little. 

In the latter part of 
September Mr. Sze, the 
Chinese Minister at Wash- 
ington, wrote to Secretary 
of State Hull saying in 
part: “Since 1931 the rising 
of silver valuation in terms 
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A Chinese “Joker” in the Silver Deck 


Great silver jubilation greeted the announcement 
that China had ratified the Pittman silver agree- 
ment—but it happened that the U. 8. State Depart- 
ment did not publish the modifying provision at the 
time the ratifications of China and the other inter- 
ested countries were announced. After the Chinese 
Minister of Finance had directed attention to this 
reservation it was found that China had really agreed 
to nothing. Here is the text of the “lost” reservation. 

“In ratifying this Agreement, the National Gov- 
ernment of China declares that as silver is the basic 
monetary standard of China, the National Govern- 
ment will consider itself at liberty to take whatever 
action it may deem appropriate, if, in its opinion, 
changes in the relative values of gold and silver 
adversely affect the economic condition of the 
Chinese people, contrary to the spirit of stabilizing 
the price of silver as embodied in this Agreement.” 








for the present restrict it 
purchase to silver already 
in America to avoid further 
promoting the drain from 
China?” 

Poor Mr. Hull could do 
little but say that the silver 
purchase law was a law and 
that the means used by the 
President in carrying it out 
must be consistent with the 
achievement of its general 
objective. As for trading 
gold for silver, Mr. Hull 
was of the opinion that 
that subject might be ex: 
plored. The “exploration” 
is apparently still going on’ 
and in the meantime, ac 
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not higher, prices, is gradually accomplishing the ruin of 


China. 
Robbing China of Money 


A profound monetary crisis has arisen in the celestial 
empire because of the effects of the U. S. Silver Purchase 
Program. The Chinese government has undertaken to 
protect the country’s monetary system through taxation and 
an equalization charge on silver exports. But that has not 
suficed. Silver is worth so much more outside of China 
than in, that smuggling silver out of that country has been 
on a scale recalling the former exploits of liquor boot- 
legging in the United States. The Chinese people who 
are not in the boot-legging game have taken to converting 
paper money and bank deposits into silver for hoarding. 

Because of exports of silver, legitimate or illegitimate, 
and hoarding by the fearful denizens of the Chinese 
hinterland, silver stocks in Shanghai have been reduced 
about one-half since last May. The result of the dis- 
appearance of silver has been an exorbitant increase in 
interest rates and a collapse of prices; there have been runs 
on the banks, and two have failed. 

The appreciation of Chinese, that is, silver money, 
is having the same effect in China as the appreciation of 
dollars (accompanied by depreciation of prices) would have 
in the United States. Chinese prices have, generally speak- 


» ing, been declining ever since silver began to rise. The 


result has been, besides the banking troubles, a tremendous 


| testriction in the output of Chinese industries. 


The crisis in China, which has been brought about by 
the rising price of silver, might be endurable in the 
United States if this country were profiting by China's 
troubles. Actually, though, it appears that our silver policy 





has not increased our exports to China. While, for the 
first eleven months of 1934 the total value of United States 
goods consigned to China was officially reported as 
$40,818,505, as against $34,592,561 in the first eleven 
months of 1933, it appears that a large portion of the goods 
consigned to China never arrived there, being undoubtedly 
diverted in transit to better markets. 


Silver Adventure Benefits Nobody 


This appears to be shown conclusively by the official 
Chinese figures of imports actually received as valued in 
China dollars. These figures, obtained by courtesy of the 
Chinese minister, give the total imports of China in 1933 
as 1,267,000,000 China dollars, and for the corresponding 
period of 1934, 966,000,000 China dollars. At the same 
time the total exports, according to Chinese figures, were 
considerably larger in 1933 than in 1934. In other words, 
the increase in price of silver has been followed by a 
restriction of Chinese international trade both ways. 
Taking the United States by itself, the Chinese report that 
imports in 1934 were 22,000,000 China dollars less than 
in 1933. 

Some silver members of Congress have recently been 
talking about a great increase of exports of textiles and 
lumber from the United States to China, the lumber move- 
ment on the Pacific Coast even having been rated by them 
as a boom. According to the figures supplied to Mr. Sze 
from Nanking, the boom in exports of American textiles 
to China is in fact a 20 per cent decline in 1934, and the 
lumber boom is about a 10 per cent falling off. The 
Chinese figures do show an increase in imports from the 
United States of automobiles, trucks and. buses—a very 
(Please turn to page 409) 








AO-KE ALFRED SZE, 
Chinese Minister to the 
United States, while 

refraining from comment on 
the effect of the U. S. silver 
policy on China while the 
subject it under discussion, 
authorizes the following ap- 
proved statement of facts by 
THE MAGAZINE OF WALL 
STREET: 

The fall in prices in China 
due to the increased price of 
silver has brought about a 
trade depression and bank 
crisis similar to that existing 
in the United States in 1932 
and the first part of 1933, 
when prices were falling. 

* Production in many lines 
of goods has greatly fallen off. At the same time, Chinese 
exports have declined, owing to the fact that the increasing 
price of silver has made Chinese currency dearer in terms 
of foreign currency, consequently imports have also fallen 





Sao-Ke Alfred Sze 


_* According to a correspondent of the New York Times recent decreases 
in production have been: weaving and spinning 25%; hatmaking, 30; silk 
filiatures, 80; dyestuffs, 40; printing, 45; painting, 40; electric appliances, 
4S; ironworks and glassware 50; and rubber goods, 35. 





Minister Sze States the Facts 


off. The depression abroad and the appreciation of silver 
have caused a decrease in the amount of emigrant’s remit- 
tances in Chinese dollars, making still larger the amount 
of silver it is necessary to export to settle trade balances. 
Exports of silver have increased, leading to money scarcity 
and measures to curb them. 

It is to be noted that China is not a silver-producing but 
silver-consuming country. 

The Minister of Finance, Dr. H. H. Kung, has just 
cabled the following trade figures for the first eleven months 
of 1934 and 1933: 


1933 1934 

(Ch. $) (Ch. $) 
ce ER er oe ee 1,267,000,000 966,000,000 
‘*Imports from America.......... 274,000,000 252,000,000 
SERIE, 0c s6.60 0904-60160 0 6.0A'e 562,000,000 492,000,000 
*‘Exports to America............ 106,000,000 87,000,000 

‘*Imports from America: 

NENTS. oh Wid 5/4" 614.4. 06 00 0le.6-64:0.6 1,060,000 810,000 
2 A een eee 12,396,000 11,276,000 
ie ne ey ee 4,012,000 5,956,000 
COPCUCES ANG BUSSS 2 o..cccceccccss 3,480,000 6,214,000 


“The rapid road development in China and generally 
expanding use increases automobile imports.” 

Regarding the increase of imports of automobiles, it was 
explained that China has during recent years very greatly 
increased its mileage of hard surface or passable automubile 
roads, leading to an increased» use of and demand for 
automobiles, trucks and buses without regard to business 
conditions. 
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Significant Foreign Events 


By Grorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Italy and France Agree 


The agreement reached by M. Laval 
and Premier Mussolini is the highlight 
of recent developments. Its outstand- 
ing significance is that the cause of 
European peace is advanced by the 
very fact that the isolation of Central 
Europe, the tinder box of the Conti- 
nent, is underway. Germany’s claws 
are at least partially pulled. France 
breathes easier and sees in the com- 
bination of Germany's menacing in- 
ternal political difficulties and the check 
on her expansion the possibility of a 
disintegration of the present Germany 
into a number of smaller states. To 
this end she was willing to pay the price of the African 
colonies which she ceded to Italy. Was the price enough 
to hold Italy in line? Probably it was, for despite his occa- 
sional war-like utterances, Il Duce is not anxious to be in- 
volved in any wars unless he is almost certain of victory. 
No dictator can hold his power in the face of defeat on the 
battlefield. 

As might be expected, Germany is not pleased by this 
pact. She sees its objectives too clearly. She is apprehen- 
sive as she observes the favor and co-operation which Britain 
is currently according the Latin countries. As a conse- 
quence, her continued resistence to any multilateral disarma- 
ment agreement is almost a foregone conclusion. 


* * *k 


1935—Restricted Recovery 


While military peace seems temporarily secure it is 
possible to believe that the spirit of autarchy will become 
sufficiently subdued to free the fettered hands of inter- 
national trade, or steady the faltering steps of international 
finance. Monetary stability is dimly on the horizon as 
Attorney General Cummings puts it, but only dimly. 

At the turn of the year, world trade is only one-third 
of its 1929 value on a gold basis. At the turn of the 
year the French franc is overvalued in terms of the 
pound, and the pound overvalued in terms of the dollar. 
At the turn of the year, the policy of price inflation 
practiced in countries of debased currencies has proved 
ineffectual, while policies of price deflation have proved 
equally ineffectual in countries of gold currencies. 

By putting the cart before the horse, governments have 
been preoccupied with price manipulation rather than 
with the underlying causes of depression; namely, a re- 
vival of the demand for goods. And yet the position in 
the business cycle has improved generally as compared 
to last year. The tide has evidently turned even though 
a wave of prosperity cannot be immediately predicted. 
In fact, the grave danger lies in a too rapid or artificially 
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generated rise in business and specula- 
tive activity. The usurption of power 
by political opportunists continues to 
drain the treasuries in the shortsighted 
effort to provide uneconomic employ- 
ment. Sovietism, Nazism, Fascism, and 
finally Rooseveltism, are predicated 
upon this single principle. Even Eng- 
land and France, the two countries 
retaining some vestiges of the old-fash- 
ioned parliamentary system, have re- 
sorted to paternalistic expediency. 
These expediencies may be justified to 
nurse the world citizenry through the 
critical period of the coming year, but 
cannot be expected to fulfill hopes of 
permanent peace and prosperity. They 
do not go to the root of the trouble. 


%* a * 


France—Flandin Fights for Time 


In France competition continues between the forces of 
economic rehabilitation handicapped by adherence to the 
gold standard and the ancient rule of political corruption, 
over which the danger of public opinion is precariously 
hanging. 

The underlying sickness in the French system is the state 
of the judiciary. The courts are dead roots at the foot of 
the political tree which is striving so vainly to grow the new 
twigs of Flandin’s economic and financial reforms. Vainly, 
because the sap of working capital has ceased to flow 
into the various branches of business enterprise. The chain 
of circumstances so frequently overlooked by the trusting 
brains in-government bureaus in France as well as at home, is 
that the quantum of taxes and revenues is in direct propor: 
tion to the quantum of wages and dividends. The constant 
decline in operating profits greatly embarrasses the govern: 
ment’s budgetary program for the coming year. Business 
stagnation is exemplified by the recent crash of Citroen and 
the four billion deficit in the operation of the railroads. 
Most recent statistics showing indices of production, earn’ 
ings and employment lead many qualified observers to 
predict that Flandin has not more than six months to lose 
if financial catastrophe is to be avoided. 

Meanwhile, there are signs that the rigid policy of defla- 
tion may be somewhat modified. High interest rates and 
money stringency in the face of large gold reserves have 
been recognized and a five billion franc note issue is pre- 
dicted. Incidentally, it was because of his opposition to 
make such notes rediscountable at the Bank of France that 
M. Moret lost his active governorship. Such an issue would 
not in itself be inflationary, but it tends to mark the turn 
from the deflationary path which all of the gold bloc coun: 
tries have been following—a path on which none has found 
any economic relief. 
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Japan—East, Vulnerable and Doubled, 
Raises the Naval Contract 


The Japanese denunciation of the Washington Naval 
Treaty renewed the virulency of a chronic European 
problem. 

At the close of the naval conversations, which weakened 
to the point of disruption the work of more than twelve 
years, British sentiment was one of disappointment. How- 
ever, the London press, reflecting the view of Sir John 
Simon, assumed a patient tone in the face of the nugatory, 
not to say negative, results obtained. The preliminary 
conversations were not intended to aim at a definite con- 
clusion, but to spread the base for future negotiations lead- 
Many points remain unsettled, but 
the ground is marked for the resumption of conversations. 
The American and Japanese delegations will return home 
to consult their governments, while England will deliberate 


' with its Dominions. 


Great Britain regrets Japan’s withdrawal from a treaty 


| which consecrated efforts promotive of disarmament, per- 
mitted large economies to all parties, created a feeling of 


security and a spirit of pacific co-operation. Foreseeing 
disaster in the absence of naval tonnage limitations, Great 
Britain is determined to exert her utmost power for the 
continuation of such a system. Yet, to this purpose, it can- 
not sacrifice principles essential to her safeguard and se- 
curity. With her heavier defensive responsibility in 
Europe and Asia, not to speak of her other possessions, 
Great Britain cannot admit the Japanese formula of 5, 5, 5, 
as equality of se- 
curity. Once more 
visualizing the pos- 
sible dismemberment 
of her fleet in.the 
event of simultane- 
ous disturbance on 
European and Asi- 
atic seas, Great 
Britain advocates the 
expediency of a bas- 
ic preventive to be 
sought in a Euro- 
pean agreement 
about armaments 
encompassing 
France, Italy and 
Great Britain on one 
hand and Germany 
on the other. 

In France, the 
Japanese _ attitude 
was approved with 
a sigh of relief. 
Grown out of hu- 
mor with the treaty, 
whose ratification in 
1922 is attributed to 
the liberality of Aristide Briand, and yet unwilling for 
political reasons to be the joint initiator of its denunciation, 
France immediately expressed much satisfaction with the 
opportunity of its liberation. 

The French Government expresses its willingness to re- 
enter the naval conversations next Spring with a pro- 
found desire for the peace of the world. However, its 
adherence will be confined to a new treaty strictly modify- 
ing the principle and terms of the Washington accord. 
Neither Britain nor the United States can accept any sub- 
stantial alteration of present naval ratios for their two 
English-speaking navies are the “Big Stick” of the seas. 
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In agreement at last 


South American Bonds 


In view of the steady improvement which has taken place 
in South American countries, various factors concerning 
the bond outlook in regard to services on external debt is 
of timely interest to the investor. Basically, South American 
governments depend for their future solvency on a few pri- 
mary commodities. For example, services on the bonded in- 
debtedness of Argentina is contingent on the trend of the 
export trade in wheat and meat; Brazil in coffee; Chile in 
nitrates and copper, and Peru in cotton, oil and metals. 
The Argentine financial outlook is particularly reassur- 
ing, and the success of refunding and consolidation mea- 
sures indicates that national credit will be maintained 
without default. The position of bondholders is further 
protected by an accumulation in the Conversion Office of 
247 million gold pesos. A further important considera- 
tion is the fact that the favorable balance of exports over 
imports increased by 97 million pesos for the first nine 
months of 1934 as compared with the preceding year. 
Conditions in Brazil are less satisfactory. Although 
the government has adhered to the present debt funding 
scheme, recent changes in foreign exchange control leaves 
some doubt as to the treatment of bondholders in the future 
The Bank of Brazil now allocates all exchange covers for 
imports in proportion to purchases of coffee. Thus, ex- 
change will be allotted to the United States on the basis 
of 46 per cent, Great Britain 15 per cent, France 15 per 
cent and nine other countries 24 per cent among them 
Since Great Britain is a heavy purchaser of Brazilian com- 
modities, other than 

. coffee, negotiations 
have been initiated 
to increase the small 
British exchange 
quota. 

It is feared that 
the drain on foreign 
exchange to cover 
import requirements 
will in the long run 
adversely affect the 
security of funds 
set aside for servic- 
ing outstanding for- 
eign bonds. This 
statement is of 
course made on the 
assumption that a 
substantial increase 
in the coffee trade 
cannot be expected 
during the coming 
year. 

Briefly, as regards 
the other South 
American countries, 
Chile has made 

rapid strides in improving her domestic economy as well as 
in promoting nitrate exports. Onerous credit agreements and 
obligations in Europe enjoying priority of payment do not 
warrant the expectation that debt services will be resumed 
except on a very restricted basis. Both Colombia and 
Peru have settled their political differences, enjoy favorable 
commercial balances and have improved budgetary pro- 
grams for the coming year. 

Thus given political stability in South America the key 
to bond interest payments lies in the future trend of 
raw material prices which already show an encouragingly 
firmer tendency. 


Laval 
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Pan American Airways Photo 


Aviation Has a Chance 


By Howarp MIncos 


Aeronautical Authority 


HE aeronautical industry, in which halt a million 

persons invested money because it was romantic, 

glamorous and as attractive in its golden prospects 
as any siren who ever enticed the shekels from a skinflint’s 
purse, still has a chance. Muscle-bound by the depression, 
eyes blackened by cancellation of the air mail contracts a 
year ago, punched breathless by one unsympathetic Con- 
gressional investigation after another, with a few sneaky, 
off-side cracks from foreign propagandists here who hit 
below the belt, knocked flat by lack of orders for defense 
equipment and weakened by a certain amount of official 
muddling in Washington, the aviation industry, which is 
the investor’s aviation, is still on its feet, somewhat punch- 
drunk ‘tis true, but still on its feet and eagerly seeking an 
opening for a great big financial comeback. There are 
several openings now promising to appear within sight 
momentarily. 


A Significant Report 


After pummeling the industry with gloves that could 
have held nothing softer than bricks, so silly were the laws 
injected into its midriff during the last session, Congress 
in a lucid moment harkened to the plea of the President and 
passed a bill which took tangible form in the Federal Avia- 
tion Commission which, as this is written, is tying final rib- 
bons to a report based on hearings since last September. If 
the ribbons do not turn out to be just so much red tape, that 
report will hold up to the public gaze sometime during the 
current month a new national policy calculated to soothe 
smarting wounds and rejuvenate weary wings, provided 
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that Congress looks upon it with favor and translates the 
report into law. That is one prospect. 

It may have escaped public attention, but the fact remains 
that the Post Office Department is paying for domestic air 
mail transportation during this fiscal year only $12,000,000 
as compared to $19,000,000 prior to the New Deal. That 
unique method of promoting national recovery has cost the 
air lines millions in stockholders’ equities. It is no coinci: 
dence that the aggregate loss sustained by the air lines since 
last February approximates the difference between mail 
payments under the new deal and the old. The air-mail 
shakeup a year ago caught the important lines taking de- 
livery on new, fast and more reliable planes superior to all 
others in the world, withal expensive to the buyer whose 
balance sheet drips red ink. The lines had developed their 
plans for improved service prior to the New Deal. With 
improved service and a gallant struggle to exist by forcing 
more rapid growth of passenger and express traffic, combined 
with an unsatisfactory air mail rate, the lines have become 
impoverished. They clamor for a new deal, another deal, 
this time from the top of the pack. 


Removed from Politics? 


The air mail law passed by the last Congress provided 
that holding companies must be broken up when related to 
air mail subsidiaries, also that no transcontinental line might 
continue to operate lines running north and south. With 
cases varying, that law has resulted in one common tragedy: 
It has split up company management, interrupted develop: 
ment plans, disorganized personnel and created much con’ 
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It is believed 


It has disgusted the shareholders. 
that the Federal Aviation Commission can do nothing less 
than recommend a permanent Federal board to take over 
and administer all Government functions relating to sched- 


fusion. 


uled air line operations. It is believed that Congress will 
create such a board, and thus pave the way for its eventual 
absorption into one big national transportation board, han- 
dling railways, shipping, bus and air traffic facilities. The 
average person believes this will be a great forward step for 
all transportation. Surely it would take out of politics much 
of the explosive material on which some politicians seem to 
thrive. That is another golden prospect. 

Air express shipments have increased about 100 per cent 
during the past twelve months. Passenger trafic has more 
than held its own; and recently has been growing steadily, 
encouraged by faster, more reliable and much more com- 
fortable equipment and other facilities of improved service. 
Night flying has become as simple as flying by day. No 
time is lost. Three miles a minute from one corner of the 
country to another is no longer a fancy; it is a fact. Growth 
of trafic will build up the air line fleets, and reduce 
the overhead cost of operations per passenger seat mile 
and per cubic foot of air express space. Air mail can be 
so handled that it will return profits to both the operators 
and the Government. Profitable traffic in passengers, mail 
and express must be considered still another prospect. 

The airplanes built in the United States last year were 
about one-fifth the number produced in 1929, half the an- 
nual production of 1930 and 1931 and approximately equal 
to the numbers of 1932 and 1933. Foreign trade accounted 
for nearly 40 per cent of the planes, engines, propellers, 
instruments and other accessories in 1934. 

The annual growth of this export trade has been a 
highlight of the last few years. Not long ago we ranked 
far behind Great Britain, France and Italy. In 1932 we 
got our share among the non-industrial nations of the 
world which need aircraft in ever-increasing quantities. In 
1933 the United States sold more than $9,000,000 worth of 
aeronautical products abroad, 





Further development of the export trade is one of the 
brightest prospects for the investor. Of course there would 
be a problem; and it would lie in Washington. One would 
think that export trade would be the main concern in Wash- 
ington, that the Government would be eager to help it grow. 
Maybe. For several months a Senate committee has been 
pestering the manufacturers of things, some of the things, 
that in time of war would be useful to combatants. It has 
touched lightly upon the aircraft industry, ever so lightly. 
Yet anything that such a committee touches is bound to be 
on the receiving end of a vital blow; and so it has been in 
this instance. Some of the aeronautical export trade which 
was due to come to the United States has been diverted to 
European competitors. Potential customers of aircraft 
products had no desire to place orders for equipment when 
embargoes, restrictive laws and other measures here might 
prevent deliveries, hold up construction or later prevent 
them securing replacements, spare parts and accessories 
for what they had been able to procure from the United 
States. Rather than take a chance, some of the South 
American governments switched to Europe, knowing that 
Europe will never cease helping her manufacturers to sell 
anything abroad. Now it is not believed that the Washington 
Government intends to destroy this promising foreign trade. 

The able men in the Army and Navy know that the 
Government cannot build aircraft equipment in its own 
plants and have it even approach the efficiency, economy 
and numerical productivity of which private plants are cap- 
able, if let alone. They know that selling planes and other 
equipment abroad does not harm our national defense, even 
when it is military equipment, although nearly all our ex- 
ports are for commercial purposes. Quite the contrary. It 
is known that these sales abroad help to build up our manu- 
facturing industry so that it can be depended upon to take 
care of our own needs in peace or war. 

Congress will probably recognize that European govern- 
ments are doing all possible to wrest this trade from Ameri- 
cans; and Congress will not legislate it out of existence. 
That is still another prospect. 

When President Roosevelt 








not only in South America 
and Asia, but throughout Eu- 
rope and the Near East. It 
was more than the same kind 
of business by Britain and 
France combined. Last year 
American manufacturers sold 
about $16,000,000 worth of 
aeronautical products abroad; 
and this business amounted to 
nearly 40 per cent of the grand 
total sales in aircraft products 
made during the year. Today 


can rely on: 


1935. 


Unless Congressional action is contrary to 
expectations, the holder of aviation securities 


An increase in manufacturing business in 


A better deal for the air transport industry 
with elimination of losses in operations. 


submitted his budget the other 
day he asked Congress for in- 
creased amounts to be spent on 
defense aviation. He explained 
the total increase in the gen- 
eral defense budget in these 
words: “This increase is due 
to the current policy of Con- 
gress and the executive to make 
up for the delay by the United 
States in meeting the provi- 
sions of the naval treaties of 





1922 and 1930, and to provide 





a number of our American 
plants are well-stocked with 
orders from a number of foreign countries. 

This business is of vast importance from the investor's 
viewpoint. Invariably it is good business, meaning that it 
pays good profits. Despite the fact that foreign competitors, 
ably assisted by their Governments, offer credit terms rang- 
ing from 12 to 14 months, that their prices for equipment, 
type for type, but not as good, are lower than American 
prices because of lower wages paid abroad, and despite the 
fact that American manufacturers actually compete with 
foreign governments which finance their manufacturers, 
our aircraft products have no equal anywhere in the world 
and therefore are in demand, and they are sold on a cash 
basis. Export business helps to absorb the overhead cost 
of manufacture and plant maintenance. It tends to reduce 
the price of equipment sold for domestic purposes and 
thereby promotes greater use. 
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replacement and improved 
equipment for the army.” 

The budget for the fiscal year 1936, which begins next 
July 1, provides $12,500,000 for airplanes for naval ships 
now under contruction and additional $14,000,000 for re- 
placement of naval planes now in commission but obso- 
lescent, $22,138,000 for army aircraft equipment and addi- 
tional funds for new National Guard planes. That money 
will trickle down through all the manufacturing branches. 
of the industry. It may not make huge profits, because 
competition is very keen and any manufacturer will tell you 
that government business is not very profitable; but it will 
be money nevertheless, and it will restore considerable 
strength to many companies, provided of course that Con- 
gress passes the appropriation bills and equipment orders 
are placed. That is another prospect. 

(Please turn to page 412) 
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Stock Market Leaders of 1935 


Selected on the Basis of Industrial Outlook, 
Earning Power, Management and Profit 
Possibilities in an Undiscounted Future 


By THe Macazine oF WALL STREET STAFF 


E present herewith and briefly analyze nine com- 
mon stocks which, in the opinion of this publication, 
should take rank high among the 1935 market lead- 
Among them one will find 
both speculative issues and equities of investment merit. 
We leave to the following analyses the individual reasons 


ers in point of appreciation. 


determining the selection of each. 


This presentation, it should be emphasized, does not ad- 


Commercial Credit Co. 

Ne line of business has had a more 
remarkable recovery than that of in- 
stallment financing. There is much evi- 
dence to indicate that this recovery will 
make substantial additional progress 
this year. The reason is simple: what- 
ever the fears and doubts of capitalists 
and heavy industry, the ultimate con- 
sumer served by this particular busi- 
ness is again buying on time—buying 
automobiles, refrigerators, oil burners 
and a host of other durable products 
for which millions of people cheerfully 
pledge—and pay—their future income. 

The Commercial Credit Co. is one 
of the oldest, largest and most success- 
ful enterprises in this field. In the 
first nine months of 1934 it earned 
more than $3,800,000 or $2.83 per 
share on its 954,052 shares of com- 
mon stock, as compared with $2,- 
831,000 in all of 1933 and with only 
$142,335 in 1932, its low point of 
depression. 

A variety of advantageous factors 
are present in this picture. The com- 
pany strengthened itself during the 
depression years by substantially re- 
ducing the total of capital obliga- 
tions ranking prior to the common 
shares. At the same time it both 
widened and diversified its field by 
going into textile factoring at a 
decidedly opportune time, the re- 
covery sirice early 1933 in the 
textile industry having been almost 
as notable as that in automobiles. 

Finally, Commercial Credit, along 
with others in its field, has had the 
great benefit of extremely low money 
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rent quotations. 


rates, a very important determinant of 
profits for installment financing com- 
panies since, in addition to use of 
their own capital, they necessarily re- 
sort heavily to bank credit. Thus, 
in the first half of last year Commer- 
cial Credit purchased receivables in 
excess of $208,000,000 and on June 
30, 1934 had receivables of $113,000,- 
000 outstanding. As of the same date, 
in addition to its own capital, the 
liability side of its balance sheet showed 
unsecured short-term notes of $73,- 
399,000. It need hardly be said that 
borrowing $73,000,000 for re-lending 
on installment interest terms at a time 
when banks are wondering where they 
can get any return worth speaking of 
on their surplus resources is decidedly 
profitable business. 

What is this year’s prospect? Well, 
the Federal Government right now is 
the world’s greatest borrower. Its 
fiscal policies have forced money rates 
to a level lower than is usually seen 
in a lifetime. These rates will almost 
certainly remain very low this year. 


vise immediate purchase of all of these issues. 
jority, we believe it prudent to defer purchase until some- 
what more attractive price levels present themselves. On 
this point specific opinions are covered individually. When 
we believe the time opportune we will present buying 
recommendations in our regular bi-weekly market discussion 
on those issues of this list not favored for purchase at cur- 
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When the Government can borrow 
cheaply on short-term, so can Commer- 
cial Credit. 

The remaining question then is 
merely that of gross volume. The 
probabilities are promising. The auto- 
mobile outlook at present appears to 
be for sales at least 10 per cent larger 
than in 1934. Moreover, the upward 
trend of consumer buying of a great 
variety of durable household equip- 
ment apparent last year continues to 
point higher, promising further en- 
largement of installment sales of re- 
frigerators, oil burners, etc. Finally, 
the textile industry is showing en- 
couraging activity in gross business, if 
not in net profits for the manufac: 
turers. Textile factoring, it need 
scarcely be observed, presents less risk 
than textile manufacturing. 

Paying $2, capable of paying more 
and selling around $42, this stock— 
preceded by $2,520,000 of bonds and 
$20,000,000 of preferred stocks—does 
not, in our opinion, fully discount this 
year’s probable earning power and we 

favor its current purchase. 


Continental Oil Co. 

The petroleum industry has been 
notoriously unstable in recent years, 
and yet there is a solid basis for 
buying sound oil stocks because of 
two fundamental reasons. First, 
public consumption of gasoline is 
sustained at a high level and its long: 
term trend remains upward. Sec- 
ond, the evils of the industry—not- 
ably overproduction—tend to be 
self-corrective. 
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In the long run, this second real- 
ity is of more practical importance 
than the Government’s thus far only 
partially successful efforts to restore 
stability. Specifically, depletion is 
inexorably at work on the trouble- 
some East Texas fields, present sore- 
spot of the industry, even though 
the exact life of this producing area 
can not now be accurately predicted. 
Qualified experts believe no similarly 
uncontrollable field is likely again to 
be discovered in this country and 
have definite technical reasons for 
so believing. 

Under the circumstances sound oil 
equities would appear to offer attractive 
speculative promise to the patient buyer 
who will look beyond this winter sea- 
son to the rising consumption of the 
spring and summer and who is con- 
tent to figure that but for such uncer- 
tainties as presently exist he would 
have to pay higher prices. 

This publication’s speculative prefer- 
ence among the oils is the Continental 
Oil Co., a well integrated enterprise 
with exensive producing, refining and 
marketing facilities; and whose “Co- 
noco” products are familiar in thirty 
states. 

The attraction of Continental is not 
alone the character of its facilities and 
the proven ability of its management. 
There is another side to any corpora- 
tion which vitally affects the earnings 
available for its stock and, therefore, 
that stock’s market trend—the side of 
capitalization, of finances, of deprecia- 
tion. 

This company was a boom-time mer- 
ger, and its depression job was not 
only to integrate physical facilities and 
put them on an efficient basis but to 
do some wholesome financial house- 
cleaning to the end that overhead and 
fixed charges be cut down. Forgetting 
the vanished prices of 1929 it realis- 
tically wrote down its capital assets by 
the sum of $56,000,000 to a present 
value of $90,000,000. This greatly re- 
duced depreciation charges. 

Secondly, it has retired its total 
funded debt of more than $36,000,000 
during the past five years, without im- 
pairing its strong financial position, 
leaving the sole equity in 4,738,593 
shares of capital stock. Under only 
partially satisfactory conditions, it 
earned 93 cents per share on this 
stock in the first nine months of 
1934. 

The most recent balance sheet 
shows current assets of $35,646,000, 
including cash items of $9,670,000; 
as compared with current liabilities 
of only $6,018,000, a ratio of nearly 
6-to-1. 

Thus, as presently constituted, 
Continental Oil is physically and 
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financially one of the most solid enter- 
prises in its field. Paying dividends at 
the present rate of 50 cents a year, the 
stock is not excessively priced around 
$18 per share. We recommend its 
current purchase. 


United Aircraft Corp. 

Commercial aviation has come 
through a trying time, what with the 
Government abruptly cancelling mail 
contracts last year, re-letting them on 
a basis of greatly reduced subsidies and 
forcing holding companies to go through 
expensive reorganizations. As if this 
were not enough, sales of manufactur- 
ing companies were hampered by poli- 
tical investigations of past contract- 
letting for military planes and of for- 
eign sales of war materials. 

Fortunately for this infant industry 
of infinite future potentialities, there 
is evidence that the worst has been 
seen. The present year appears cer- 
tain to bring a more stable era for 
commercial aviation, and possibly a 
much brighter era. Detailed recom- 
mendations as to future Federal policy 
toward aviation will shortly be made 
by the Federal Aviation Commission, 
appointed by President Roosevelt some 
time ago. 

It will then remain for the President 
to formulate his own program. We 
anticipate the new program will be 
favorable in two notable respects. First, 
it will certainly remove the industry 
from its present state of uncertainty 
and let it know what the rules of the 
game are to be. Second, it will almost 
certainly increase the postal revenues 
of the transport companies. Our rea- 
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son for the second assumption 1s that 
the commercial transport lines are 
essential to the national welfare and 
that the majority can exist only for 
a relatively short time on present 
postal revenues. 

On the probabilities thus outlined, 
together with the fact that passen- 
ger and air express business is con- 
tinuing to show healthy gains, a 
sound stake in this industry would 
appear to hold considerable specula- 
tive promise. Our preference is the 
stock of the United Aircraft Corp., 

a manufacturing enterprise and one of 
the three units into which the United 
Aircraft & Transport Corp. was split 
last year as a result of the Govern- 
ment’s intervention. Of these three— 
the others being Boeing Airplane Co. 
and United Air Lines & Transport 
Corp——United Aircraft Corp. has the 
most favored earnings position and, we 
believe, the best prospect. 

This company’s leading products are 
Hamilton Standard controllable pitch 
propellers, widely used here and abroad 
on all types of planes; Pratt & Whit- 
ney’s famous “Wasp” and “Hornet” 
motors; Sikorsky flying boats: and 
Chance Vought military planes. 

This year’s business will depend 
largely on the Government’s purchase 
of planes, expected to be materially 
larger than in 1934. On the other 
hand, the company’s sales to commer- 
cial lines should at least be helped in 
the likely event that the Government 
will repair last year’s damage to the 
extent of securing the continuance of 
the transport lines under a more stable 
regime. 

In its present form, this company 
dates only from last September 1; and 
at this writing the first interim earn- 
ings statement has not yet been issued. 
It starts, however, in excellent financial 
position, working capital being more 
than $6,000,000 and cash items more 
than $2,540,000, these figures compar- 
ing with property investment, less de- 
preciation, of $7,449,000. Manage- 
ment and banking sponsorship com- 
mand high rating. The capitalization 
consists simply of 2,087,532 shares of 
$5 par value stock. 

Selling around $14, this stock 
clearly is a speculation pure and 
simple. But so is any stock in a new 
and growing industry. We advise 
that purchase be deferred for the 
present. 


American Rolling Mill Co. 
The common stock of the Ameri- 
can Rolling Mill Co. is a speculation 
in national recovery. The profit 
probabilities in it are large—if this 
new year maintains even reasonably 
well the improving trend of indus- 


381 














trial activity which is now evident. 

Compact and efficient, Rolling 
Mill has certain advantages over 
such steel giants as United States 
Steel and Bethlehem. Like these, it 
has a diversified stake in heavy steel 
products which will enable it to 
participate fully and profitably in 
ultimate revival of normal activity 
in capital goods. 

Relative to the working assets 
behind its capitalization, however, it 
has the added and very important 
advantage of a more profitable stake 
in consumers’ steel products than have 
its larger competitors. The improve- 
ment in steel demand thus far has been 
contributed chiefly by these lighter 
products, especially automotive steel. 

The practical result is that in the 
present phase of partial economic re- 
covery—marked by but little gain in 
capital goods—the American Rolling 
Mill Co. customarily operates at 
a much higher percentage of capacity 
than do the giants of the industry. 

At this writing, for example, it is 
making steel at more than 70 per cent 
of capacity, as compared with less than 
34 per cent of capacity for United 
States Steel. The difference is the dif- 
ference between good profits for the 
one and sizable losses for the other. 

We have no intention of painting 
the picture brighter than it is. From 
present indications Rolling Mill will 
have an excellent first quarter, due 
largely to the seasonal activity in the 
motor industry. The probabilities are 
that the results for the full year will 
show a profit, as was the case last year. 
But the company’s average rate of op- 
erations throughout the year are quite 
beyond estimate, depending as it will 
upon the general course of business. 

Nevertheless, the record indicates 
that this company is so organized as to 
be subject to very rapid recovery in 
operations and profits; and in this fact 
lies the speculative attraction of the 
stock. The margin between today’s 
operations at better than 70 per cent 
of capacity and capacity operations is 
a relatively small one. Even a partial 
recovery in capital goods, superimposed 
upon the present upward spiral of 
demand for consumer products— 
including automobiles—would find 
Rolling Mill at or near capacity 
early in the recovery parade. 

This company has never had a 
chance to show its full potentialities, 
for the boom years of the 20's found 
it engaged in an expansion of facili- 
ties which quadrupled its assets. 
The depression prevented it from 
realizing normal return upon this 
investment; and also deferred the 
flow to it of royalties from other 
steel companies licensed to use its 
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patented continuous-rolling process. 

Of possible future promise, the com- 
pany is now supplying materials to 
the Steelox Co., which makes stand- 
ardized steel dwellings and other smail 
steel structures now marketed by Sears, 
Roebuck & Co. 

The 1,709,326 shares of common 
stock are preceded by 19,649 shares of 
6 per cent cumulative preferred, on 
which accumulations amount to only 
$235,788, and funded debt of approxi- 
mately $40,000,000. Working capital 
position appears adequate, ratio of cur- 
rent assets to current liabilities being 
around 3-to-l, although cash items 
shown on the latest available balance 
sheet were only some $3,300,000, rela- 
tive to total assets of $144,000,000. 

The management is in every respect 
first class, perhaps the most important 
asset of all. 

The stock is now around $22, dis- 
counting a fair measure of improve- 
ment. Also the possibility of labor 
troubles a few weeks ahead adds an 
element of current uncertainty. We 
therefore do not advise immediate pur- 
chase of this stock. At the proper 
time, a specific buying recommendation 
will be given in our stock market fore- 
cast. 


Schenley Distillers Corp. 

Repeal is a year old and the fantastic 
predictions which were being made for 
the liquor industry about the time Pro- 
hibition was ushered out have long 
since been forgotten in the presence of 
stark realities. Rife speculation in 
liquor and alcohol stocks at rapidly 
rising prices which began in 1932, has 
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since the summer of 1932 been sup- 
planted by an extended downward 
movement which did not culminate 
until late last year. Thus, has his- 
tory again repeated itself, for this 
has been the same speculative pat- 
tern which has characterized all new 
industries in their earlier stages. It 
is now possible, however, to judge 
the industry, and the companies 
identified with it, on the basis of 
actual experience and earnings of 
the past year. 

As to the industry, one is com- 
pelled to admit that a single year has 
not provided sufficient time in which 
to correct the evils and overcome the 
difficulties which were inevitable in a 
new industry and more particularly, 
one which was born out of a highly 
controversial issue of national import. 
Illicit liquor is still being produced in 
large quantities and high taxes mitigate 
against anything but a modest lowering 
of prices. As a result legitimate con- 
sumption has fallen considerably under 
earlier estimates. Competition has 
been intensified by an increasing num- 
ber of small distillers and rectifiers. 

It is these factors which have com- 
bined to account in a large measure for 
the comparatively low appraisal which 
the market accords the earnings of the 
leading companies in the liquor indus 
try. Yet the situation, far from being 
hopeless, is one which might be ma- 
terially improved in the coming months. 
At least the chances that the chaos of 
the past year will give away to some 
semblance of order and stability appear 
sufficiently good to appeal strongly to 
the speculatively-minded. 

Schenley Distillers Corp., if normal 
standards may be relied upon, is not 
only in an excellent position to make 
the best of present conditions within 
the industry, but it is a safe assumption 
that when the inevitable weeding-out 
process of the smaller fry is completed, 
the company will still hold a rank high 
among the leaders. In point of size, 
Schenley is the second largest of the 
domestic distillers. Annual producive 
capacity is 20,000,000 gallons. Through 
various subsidiaries, the company is 
identified with the principal phases of 

the industry, including the importa- 
tion of beers and liquors, and its 
products include a fully diversified 
line with rye whiskey, bourbon and 
gin predominating. Several of the 
Schenley brands were rather well 
known even before Repeal, as two 
of its distilleries operated through: 
out Prohibition under Government 
permits supplying liquor for medici- 
nal uses. Other brands have gained 
wide prominence during the past 
year through the aggressive sales 
policies which have been pursued. 
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For the nine months to September 

30, last, the company showed a net 
profit of $5,335,037, equivalent to 
$5.08 a share for the 1,050,000 
shares of capital stock, which com- 
prise the entire capitalization. For 
the full 1934 year, the stock prob- 
ably earned from $6.50 to $7 a 
share. 

No late balance sheet is available 
as this is written. It is altogether 
likely, however, that the company 
ended its calendar year with a sub- 
stantial portion of its working capi- 
tal in the form of inventory and re- 
ceivables. This reflects, on the one 
hand, the necessity of laying down sub- 
stantial quantities of liquor for ageing 
purposes, and, on the other, the neces- 
sity of extending credit to state stores 
and other distributing outlets. Despite 
good earnings, therefore, cash may not 
be sufficient to permit the early inaugu- 
ration of regular dividend payments, or 
at least not on a basis comparable with 
per-share earnings. 

Even, however, if it is granted that 
dividends are not a near-term prospect, 
and further conceding the presence of 
a number of factors of indeterminate 
outcome within the industry, and fi- 
nally, making due allowance for the 
fact that earnings in the initial year of 
Repeal will be subject to modification 
under more normal conditions, current 
quotations for the shares would seem 
to place unwarranted emphasis on 
these phases. At 27, they are selling 
at less than five times estimated 1934 
earnings and are only some ten points 
above their 1934 low. Therefore, at 
these levels the shares would seem to 
present a speculative opportunity in 
which the risks are slight in comparison 
with the possibilities for later apprecia- 
tion. Current purchase is recommended. 


Sherwin-Williams Co. 

The Sherwin-Williams Co. is the 
largest manufacturer of paints and 
painting products in the country. The 
business is old established and has been 
consistently profitable over a period of 
fifty years. Expansion has been fi- 
nanced for the most part out of earn. 
ings, and the company and its sub- 
sidiaries currently operate hundreds 
of plants and stores throughout the 
United States. Executive offices 
and a number of important fac- 
tories are located in Cleveland. In 
addition, large factories are oper- 
ated in Chicago, Newark, Pitts- 
burgh, several in California, and 
elsewhere. 

The company’s line includes 
paints, varnishes, lacquers, enamels, 
disinfectants, insecticides and colors. 

It is a manufacturer of miscellane- 
ous lead products, including litharge 
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and lithopone. It is its own source of 
raw materials, possessing lead and zinc 
mines in New Mexico and operates 
its own smelters, linseed oil and acetic 
acid plants.. It makes its own tin con- 
tainers. Foreign interests include con- 
trol of Sherwin-Williams Co. of Can- 
ada, Ltd., and part ownership of the 
British Paint Lacquer Co. 

A steady upward trend to the com- 
pany’s sales and profits was interrupted 
by the depression; but even in 1932, a 
profit was made, although it was not 
quite sufficient to cover dividend re- 
quirements on the preferred. In view 
of this showing, which was made under 
conditions where both individuals and 
corporations were neglecting buildings 
inside and out, it is hardly surprising 
that the business staged a remarkable 
recovery as things turned for the bet- 
ter in 1933. 

For the fiscal year ended August 31, 
1933, Sherwin-Williams reported a net 
profit of $3,178,678 after interest, de- 
preciation and federal taxes, while for 
the fiscal year ended August 31, last, 
net profit rose to $4,269,499 after 
similar deductions. These earnings 
were equivalent, after dividends on 
the 6 per cent preferred stock, to 
$3.54 and $5.29 a common share re- 
spectively. 

This common and preferred stock is 
the company’s sole capitalization— 
$15,012,400 in 6 per cent cumulative 
preferred of $100 par value and $15,- 
889,575 in common stock of $25 par 
value. There is no funded debt: in- 
deed, the company has never had any. 

At the present time, the common 
stock of the Sherwin-Williams Co., 
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which incidentally is traded both on 
the Cleveland Stock Exchange and 
the New York Curb Exchange, 

commands a price of about $90 a 

share. It is currently paying a reg- 

ular annual dividend of $3 a share 

While this is not a high return on 

the capital invested, the company’s 

latest showing indicates that more 

probably could be paid without dif- 

ficulty. It may be that the company 

is waiting the outcome, or at any 

rate an indication, of the spring 

painting season and that if this 
turns out satisfactorily stockholders will 
receive increased dividends. Sherwin- 
Williams is very strong financially. As 
has been said, there is no funded debt 
and at the end of the last fiscal year 
current assets totalled more than $28,- 
000,000, whereas current liabilities 
were but slightly in excess of $4,000,- 
000. Of the current assets $8,700,000 
was in the form of cash and United 
States Government securities. 

Despite the fact that Sherwin-Wil 
liams has staged so much recovery al- 
ready, it still appears to face a bright 
future. Not only are there the possi- 
bilities in new building, but of more 
importance to the company is the gen- 
eral industrial improvement that ap- 
pears to be under way which, as it de- 
velops further, will result in a catching 
up on painting maintenance of all 
kinds, deferred during the depression 
But before deciding definitely that this 
is to happen by purchasing the stock, 
it might be wise to wait awhile and ob- 
tain an idea of how the spring season 
actually is going. 


Libbey-Owens-Ford Glass Co. 
The Libbey-Owens-Ford Glass Co., 
is the largest organization engaged ex 
clusively in the manufacture of plate 
and flat glass. Primarily associated 


closely with the building industry, the. 


company has, nevertheless, fared much 
better than the serious and protracted 
depression in that industry suggests 
Fortunately, the company has been a 
prominent factor in the development 
of laminated safety-glass, non-shatter- 
able. This product has enjoyed sharply 
increasing demand right through the 
depression, with added impetus 
from the marked revival in automo- 
bile production and sales which be- 
gan in 1933 and promises to be sus- 
tained through the current year. 
Safety glass has thrived on the natu- 
ral preference of the public, on the 
promptness with which the auto- 
mobile industry adopts any improve- 
ment which promises added sales 
appeal and, finally, on the added 
impetus given by legislation enacted 


making safety glass compulsory 
equipment on new cars in a num- 
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ber of the most populous states. 

In 1931, Libbey-Owens-Ford was 
awarded a 7-year contract by Gen- 
eral Motors to supply all of that 
company’s safety glass requirements 
and in 1932, when the company ac- 
quired the patents and plants of the 
Triplex Safety Glass Co., it inher- 
ited about half of the safety glass 
requirements of Ford, which it has 
since retained. . The Triplex plants, 
however, were later sold to the Pitts- 
burgh Plate Glass Co. Numbered 
among the company’s other custom- 
ers in the automobile industry are Pack- 
ard, Studebaker, Graham and Auburn. 

The capital structure of Libbey- 
Owens-Ford is a simple one, being 
comprised solely of 2,550,642 shares of 
capital stock. A $9,000,000-issue of 
convertible notes sold in 1931, in con- 
nection with the acquisition of the 
plants of the National Plate Glass Co., 
was retired in 1933. Financial posi- 
tion is excellent; cash and U. S. Gov- 
ernment bonds of more than $4,200,- 
000 were substantially in excess of cur- 
rent liabilities, according to the latest 
balance sheet. Well supplied with 
working capital, the company should 
continue to maintain dividends at a 
liberal ratio to earnings. 

Following losses in 1931 and 1932, 
earnings staged a marked recovery in 
1933 and the net profit of $4,200,542 
applicable to the capital stock in that 
year was equal to $1.65 a share. Profits 
during the past year, however, have 
been shaved by higher wage and mate- 
rial costs on the one hand and the 
pressure of competition on the price 
of safety glass on the other. As a con- 
sequence, the stock, in the first nine 
months, earned somewhat less than in 
the same months of 1933—$1.11 
against $1.44. For the full year, never- 
theless, earnings doubtless covered the 
$1.20 dividend by a fair margin. 

With current prospects favoring an 
increased volume of business, it is not 
illogical to assume that higher costs 
will more readily be absorbed. The 
company is justified in counting on a 
substantially larger demand from the 
automobile industry, to which the new 
Ford models, completely equipped with 
safety glass, should make important 
contributions. Although a far less 
dynamic possibility than shatter- 
proof glass, it is not unlikely that 
1935 will bring some moderate relief 
from the long period of stagnation 
in the construction industry, an 
event which may be calculated to 
enlarge the demand for plate and 
window glass. For the longer fu- 
ture there should be promise in a 
new type of double-glazed window, 
recently acquired by the company, 
insulating against heat loss by 50 


384 





PRICE SCALE 
N 
wo 





» 
nn 


w 
ow 


LOEW'S INC 


1933 34 








per cent, preventing frosting in cold 
weather and eliminating condensation. 
Some such device will be found an es- 
sential adjunct of air conditioning, 
especially in winter heating use. 

Whether or not the favorable pos: 
sibilities which exist for Libbey-Owens- 
Ford are effective in materially en- 
hancing the company’s earning power 
in the near future, the fact that they 
are present to a rather definite degree 
suffices to place the company’s shares 
in that category of stocks which “sell 
on prospects.” Stated otherwise, the 
market has a tendency to place a high 
valuation on current earning power in 
anticipation of larger earnings in the 
future. For this reason, commitments 
temporarily withheld for the purpose 
of taking advantage of later reactions 
in the general market are unlikely to 
deprive the investor of the longer term 
opportunities. 


Loew’s, Inc. 

At the last annual stockholders’ 
meeting of Loew’s, Inc., several of the 
stockholders present voiced their opin- 
ion that the company was justified in 
paying out a larger portion of its earn- 
ings in dividends. Whereupon, the 
management pointed out with pardon- 
able pride that conservative policies 
had enabled the company to maintain 
dividends throughout the depression 
and that Loew’s was the only film 
company in the world which had done 
this. Not only was the company’s rec- 
ord in this respect noteworthy, but the 
more so because of the serious diffi- 
culties encountered by other motion 
picture companies in digesting their 
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pre-depression excesses, nearly re- 
sulting in the complete financial col- 
lapse of the motion picture industry, 
Two factors have been responsible 
largely for the company’s outstand- 
ing achievements in its field—one 
involving policy and judgment, and 
the other, productive ability. When, 
in the years immediately preceding 
the depression, all of the other 
major producers were indulging 
themselves in a virtual orgy of the- 
ater buying and building, Loew’s 
pursued a sane policy confining it- 
self for the most part to the acquisition 
of strategic theater properties. More- 
over, the some 200 theaters which 
comprise the company’s chain are held 
individually or in small groups through 
a number of separate, locally-financed 
corporations. As a result, the company 
has found it much easier to obtain ad- 
justment of rentals, etc., when condi 
tions made it necessary to do so. 

In its producing activities, Loew's 
has been singularly successful in gaug- 
ing public tastes in moving pictures and 
the number of profitable feature re- 
leases to the company’s credit is greater 
than any other film organization. In 
the final analysis, the ability of a com- 
pany to obtain the services of actors, 
writers and technicians which in com- 
bination will defeat the notoriously 
fickle public whims to which an enter: 
tainment industry is subject will weigh 
heavily on the favorable side in that 
company’s income account. Loew’s 
has not had an unprofitable year in the 
past decade. 

Contrary to general industrial expe- 
rience, the company established the 
peak of its earning power in 1930, 
showing profits for the common stock 
equivalent to $9.65 a share. As the 
depression gradually deepened, earn: 
ings dropped to $7.43 a share in 1931; 
$4.80 in 1932; and $2.14 in 1933. In 
the more profitable years the company 
paid dividends of $3 annually and in 
1930 and 1931 extras of $1 a share 
were paid on the common. 

It now appears that 1933 marked the 
low point in the company’s earning 
power. The report for the fiscal ended 
August 31, last, disclosed net income 
of $7,479,897 which, after allow: 
ance for dividends on 136,722 
shares of 614 per cent preferred 
stock, was equal to $4.50 a share on 
the 1,464,205 shares of common 
stock. Subsequently an extra divi: 
dend of 75 cents was declared, the 
regular rate, however, being main 
tained at 25 cents quarterly. 

Evidence of the company’s finan’ 
cial strength is afforded by working 
capital position. Total current as 
sets, including over $12,500,000 in 

(Please turn to page 416) 
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Railroads 


Important Maturities in 1935 


Bonded Indebtedness of Leading Rails and Utilities 





Public Utilities 





Which Must Be Paid or Refinanced in the Next Twelve 


HE railroads and public utilities may definitely count 
7 on one bright spot, at least, in their 1935 prospects. 

Bond maturities this year, while substantial in the 
aggregate, will be appreciably less than those in 1934 and 
few seem likely to present insuperable problems to solvent 
companies. 

True, there are some which must devise ways and means 
not normally identified with refunding operations. Of 
this latter group, however, it may be said that their chances 
of concluding satisfactory arrangements for maturing bonds 
are materially better this year than for several years past. 
In formulating their plans, they will be able to consider 
such factors as the greatly improved bond market, less 
uncertainty over the monetary policies of the Government 
and a general business prospect which promises at least 
a moderate improvement over 1934. 


Bondholders’ Concessions 


Various refunding plans have been, or will be, formu- 
lated which involve an offering of new securities to bond- 
holders in lieu of cash for the maturing principal; others 
contemplate partial redemption in cash, with the balance in 





Months — Effects on Common Stocks Considered 


By Epwin A. Barnes 





new securities; and in some instances bondholders will be 
asked to accept a short term extension of the maturity. 
Inducements for bondholders to accept such plans may 
take the form of larger interest payments, convertible privi- 


leges, etc. While such proposals must be judged, and 
action determined, according to their individual merits, it 
may be stated as a generality that bondholders will have 
little to gain by withholding acceptance of such propositions 
as may be deemed equitable and consistent with the obligors’ 
financial status. 


Maturing Debts Lower 


In compiling the appended tabulations of railroad and 
public utility current maturities, only the larger issues have 
been included, not only because of the greater public inter- 
est in such issues but because of their greater importance 
in relation to the other outstanding securities of the 
particular company involved. Exclusive of advances re- 
ceived from the Reconstruction Finance Corp., and short 
term loans, railroad maturities this year will amount to 
approximately $350,000,000 as compared with about $450,- 
000,000 in 1934. Of this amount five of the leading roads 






























































Bond Maturities of Representative Public Utilities 1935 
Fixed Charges 
Total Funded Financial Times Earned 
| Issue Maturity Amount Debt Position 1934(e) COMMENT 
| Great Northern Pwr. ist 5s............ Feb. 1 $6,589,000 $35,289,090(b) Fair (b) 1.55(b) Extended to Feb. 1, 1950. 
(Minnesota Pwr. & Lt.) 
| Cons. Gas, Elec. Lt., & Pr. Gen. 444s... Feb. 14 13,845,000 64,420,400 Excellent 3.00 To be paid in full 
North Amer. L . & Pwr. 5% Notes..... April 1 2,000,000 187,923,500 Good 0.95 Maturity provided for under agreement with 
(North American) North American Co. 
Boston Elev. Rwy. Deb. 4s............ May 1 8,500,000 74,700,917 Good 1.00(c) Cash payment in full anticipated. 
Northwestern Elec. Ist 6s............. May 1 6,896,900 6,896,900 Restricted 1.15 Extension or partial payment probable. 
(American Power & Light) 
| Houston Elec. ist “A” 6s............. June 1 3,923,200 4,300,000 Restricted 0.75 Payment in full doubtful. 
| Middle West Utilities Conv. 5s........ June 1 |, ere areas cand In default. Reorganization proposed. 
| Keystone Tel. Phila. ist 5s............ July 1 4,000,000 9,900,000 Restricted 1.00 Merger negotiations with Bell Te’. of Pa., may 
solv. company’s maturity problem. 
| New Orleans Pub. Serv. Gen. 4%s..... July 1 11,808,800 54,600,000 Fair 1.10 Bonds to be extended to 1942 with 5% coupon. 
| (Elec. Power & Light) Deposit. 
| Portland Gen 1 Elec. ist 5s............ July 1 6,615,000 53,647,000 Fair 1.30 Subject to approval of refunding bondholders , 
ae issue will be extend 
Laclede Gas Light 544% Notes........ Aug. 1 3,000,000 36,000,000 Fair 1.15 Full ——- doubtful; extension likely pro- 
cedure. 
| Standard Gas & Elec. Cv. 6% Notes.... Oct. 1 9,826,500 73,649,500 Improving; 1.05 Reported to be planning to refund both issues 
Standard Gas & Elec. 6% Notes....... Oct. 1 14,823,000 do bank loans do with a 6% issue convertible into stock of 
| reduced Philadelphia Co. 
Lehigh Valley Transit ist 4s........... Dec. 1 2,690,000 10,983,000 Good 1.05 Fundamental disadvantage of traction indus- 
(National Power & Light) try casts doubt on full refunding opera- 
Lehigh Valley Transit ist 5s........... Dec. 1 1,987,000 do do do tion. 
| 
| (b) Parent company. (e) Estimated. (c) Virtually guaranteed by State of Massachusetts. 
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are obligated to the extent of about $100,- 
000,000. Public utility maturities will total 
approximately $216,000,000 as compared 
with $268,000,000 in 1934. Moreover, in 
the case of the public utilities some $30,500,- 
000 of 1935 maturities were anticipated by 
calls announced last year. 

The largest single railroad maturity this 
year is the Seaboard-All Florida Ist 6's, and 
obligation of Seaboard Air Line amounting 
to $33,505,000. This issue, however, is in 
default at present and no action prior to a 
general reorganization is to be expected. 

The Colorado & Southern Ref. & Ext. 
44's totalling nearly $29,000,000 ranks 
second in size. There has as yet been no 








is impaired by an excess of current liabilities 
over current assets. Favorable developments 
involving the railroad situation, as a whole, 
would be a timely aid to the road in meeting 
its current financial problems but on the face 
of the present situation it appears likely that 
it may be necessary to enlist the aid of bond. 
holders to the extent of accepting an exten. 
sion. The situation, although not precarious, 
is reflected in the current low levels for the 
common and preferred shares of the road, 
and it is this condition rather than any 
prospect of a marked improvement in thei: 
earnings position which must supply the 
basis for their continued retention. 

Current maturities of the Erie are such 








oficial announcement of the manner in 
which this maturity, which comprises about 
half of the road’s total funded debt, will be met. The 
bonds are secured by a first mortgage on important mileage, 
mileage in fact, which is regarded as the most productive 
from the standpoint of earnings. The indenture provisions 
of the road’s junior mortgage, however, do not permit the 
company to extend the maturing bonds and there is no alter- 
native but to pay off the bonds in cash or offer holders 
refunding bonds. It is altogether likely that the latter 
course will be pursued, with holders being offered an added 
inducement either in the form of a modest cash payment 
or new bonds with a larger interest rate. Such factors 
as the absence of any floating indebtedness and the road's 
strong affiliations (over 70 per cent of the stock is owned 
by the “Burlington,” which in turn is controlled jointly 
by Northern Pacific and Great Northern) strengthen the 
belief that no serious trouble will be encountered in pro- 
viding for the maturity. In the circumstances, and giving 
weight to the road’s potential earnings prospects, neither 
bond nor stockholders need disturb their holdings because 
of this maturity. 


Refunding Probable 


New York Central must provide for $21,500,000 of 
bond indebtedness due this year. Of this amount the 
$12,000,000 of 6 per cent debentures is the largest, with 
the balance accounted for by several leased line obligations. 
The latter represent important mileage and should be easily 
taken care of, doubtless through the sale of refunding 
bonds. Despite the substantial borrowings of the road, its 
credit position has not been unduly strained and further 
financial assistance can probably be counted on to provide 
for the maturing debentures. Whether the road elects 
to make a partial payment in cash or offers new bonds for 
the entire issue, it is difficult to conceive 


as to cause little concern either to the road 
or its security holders. While the road ha: 
borrowed rather heavily from the R F C and others, these 
loans have not strained the company’s credit position and 
earnings, both in 1933 and 1934, were sufficient to fully 
cover fixed charges. Furthermore, if the recent forecast 
made by the management in connection with a loan appli: 
cation to the R F C is borne out, revenues and earning: 
are due for considerable improvement this year. The 
maturing obligations are a first mortgage on valuable lease- 
hold properties and, should the road desire to do 50, 
holders would in all probability consent to an extension, 
but it would not be surprising if these maturities were 
refunded in the conventional manner. While speculative, 
the basis for a constructive attitude toward the road's 
shares, including both classes of preferred, is confirmed by 
such considerations as the road's good depression record, 
the importance of the territory served, and the favorable 
longer range earnings potentialities. 


Maturity Problem 


The maturity problem of the New York, Chicago & St 
Louis is in part a recurrence of the one which confronted 
the road in 1931, inasmuch as the current maturity is that 
portion of the 1931 obligation which was not paid in 
cash, holders at that time receiving 25 per cent in cash and 
a four-year extension of the balance. Despite the fact 
that earnings and finances of the road have shown con: 
siderable improvement, in response to the excellent recov: 
ery of the automobile industry, it is unlikely that the road 
will be in a position to meet a $15,000,000 maturity fully 
in cash. This year, however, promises to witness further 
gains by the automobile industry, which, if accompanied 
by constructive events in the railroad situation as a whole, 
would do much toward insuring the success of the road’s 
refunding problem. Whether or not, how- 
ever, the road is able to make payment in 





of any serious obstacle in meeting the prob- 
lem satisfactorily. While the shares of New 
York Central have been relegated from an 
investment to a speculative category, it is 
dificult to envisage any general business 
recovery which would not redound favorably 
to the road. Moreover, the nature of the 
road's capital set-up is such that earnings on 
the stock could rise rapidly once they have 
recovered to a point to permit coverage of 
fixed charges. 

Maine Central is confronted with the 
problem of meeting maturities aggregating 
some $20,000,000—the major portion of the 
road's total funded debt. While earnings 
having been maintained fairly consistently 








full or again seeks extension of some part of 
the notes, progress is being made in the 
right direction, with the prospects of con: 
tinuation sufhciently promising to warrant 
both the co-operation of noteholders and the 
retention of speculative commitments in the 
preferred and common shares. 

Of the other roads preparing for sizable 
maturities this year, there is none which is 
expected to experience any difficulty. The 
strong credit standing of such roads as the 
Atlantic Coast Line, Pennsylvania and 
Bangor & Aroostook would seem to preclude 
any doubt as to their ability to meet maturi: 
ties in full. From this stockholders may 
draw justifiable assurance. 
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Baltimore & Ohio offered holders of the Morgantown 
and Kingwood 1st 5’s, which became due on January 2, 
the privilege of exchanging these bonds for the B. & O. 
Refunding & General 5’s. All things considered, this offer 
is an acceptable one and holders of the maturing issue are 
warranted in making the exchange. B. & O. did not fall 
far short of covering fixed charges last year and would 
have done so had not operating costs been so much larger. 
While financial position of the road is restricted, cash is 
considered sufficient for immediate needs and the general 
credit standing of the system continues good. The indus- 
trial territory served by the road is capable of producing 
a substantial gain in traffic and earnings with the further 
recovery of business and speculative holdings of the com- 
mon and preferred shares are not without promise for 
the longer term. 


Standard Gas Has Large Maturity 


In the public utility group, Standard Gas & Electric 
Co., is confronted with the largest maturity this year. On 
October 1, the company must provide for nearly $25,000,- 
000 of 6 per cent notes. In anticipation of this large 
financial operation, the company recently omitted divi- 
dends on the $7 and $6 prior preference shares in order 
to conserve cash. Subsequently all bank loans were paid 
off. While no official announcement has as yet been made, 
it is reported that the company plans to offer holders of 
the maturing notes a new issue bearing the same coupon 
rate and convertible into the shares of Philadelphia Co., 
a leading subsidiary. It is further reported that the new 
issue will mature in 1945 and the conversion feature ini- 
tially will be on the basis of 80 shares of Philadelphia Co., 


+ common for each $1,000 new debenture. While revenues 





of Standard Gas & Electric have shown moderate expansion, 
the gains have been insufficient to offset increased costs 
and taxes. Some of the company’s subsidiaries are beset 
with rate uncertainties and the threat of municipal owner- 
ship, while others are piling up dividend accumulations on 
their preferred stocks or are in no position to pay dividends 
on their common stocks. Add to this the governmental 
threat against public utility holding companies, and the 
complete picture is not very reassuring. For the present, 
however, holders of the maturing debentures seem war- 
ranted in awaiting developments. The various preferred 
issues and the common stock, on the other hand, are faced 
with an uncertain future and holders must be prepared for 
an extended period of no dividends, during which time the 
position of these issues may or may not be improved. 


No Difficulty Here 


Provision for the $13,845,000 maturity of the Consoli- 
dated Gas, Electric Light & Power Co., of Baltimore has 
already been made by the sale of $18,000,000, 334 per 
cent bonds in 1934. Last year this company earned over 
$4 a share on its common stock, covering the $3.60 divi- 
dend by a comfortable margin. Finances are strong and 
the company is not bothered by the many difficulties which 
are troubling utilities all over the country. Thus, not 
only do its various bonds command a high investment rat- 
ing, but its common stock is a worthy income medium. 

Of the important utility maturities, only two others 
seem likely to be paid in full, at this writing. These are 
the North American Light & Power 5 per cent notes and 
the Boston Elevated Railway 4 per cent debentures. The 
former will be provided for by the North American Co., 

(Please turn to page 414) 











Bond Maturities of Representative Railroads 1935 





Fixed 
Borrowings Charges 
3 Total As of Dec. 1, 1934 Times 
ssue Maturity Amount Funded Debt(a) (000’s omitted) Earned '34(e) COMMENT 
PWA RFC Others* 





(Chicago & Northwestern) 


Iowa, Minn. & No W.1ist3%s.. Jan. 2 $3,900,000 $346,600,000 1,400 40,530 5,000(e) 0.50 Holders received 50% in cash and balance in 


Gen'l mtge. bonds of Chicago & Northw’t’n 





__ (Baltimore & Ohio) 


Morgantown & Kingwood ist 5s Jan. 2 1,500,000 706,000,000 4,134 46,606 3,528 0.95 Ex changed for Ref. & Gen. 6% bonds of B. & 


Acceptance of offer advised. 





__(Erie) 


N. Y., Pa. & Ohio Pr. Ln. 414s... Mar. 1 8,000,000 309,421,559 13,246 13,400 6,754 1.05 P*an for partial  jgimea and extension likely 


to be formulat 








_ (Bangor & Aroostook) 


Northern Maine Seaport 1st 5s April 1 2,000,000 16,633,000 None None None 2.10 Will be retired in full. 








__(N. Y. Central) 


Boston & Albany Impv. 4s..... May 1 2,000,000 679,811,500 2,600 27,499 66,573 0.90 Full payment probable. 





__ (Pennsylvania) 


Cleveland & Ma ietta Ist 44s. May 1 1,065,000 675,642,000 45,956 None None 1.15 Full payment probable. 





Colo. & South. Ref. & Ext. 5s.. May 1 28,978,900 57,538,000 None None None 0.75 Importance of mileage and strong affiliations 


of road suggest that no difficulty will be 
encountered in meeting this maturity. 














(N. Y. Central) 





(N. ¥. Central) 


N. Y. Central Conv. Deb. 6s... May 1 12,060,200 See Above See Above 0 90 May be met partially by cash and /or extension 
Toledo & Ohio Cent. Gen. 5Ss.. June 1 2,000,000 See Above See Above 0.90 Full payment probable. 
Toledo & Ohio Ceat. ist 5s ... Jaly 1 3,000,0C0 See Above See Above 0.90 Full payment probable. 





__ (Atlantic Coast Line) 


Wilm'g’n & Weldon Gen. 4s, 5s. July 1 4,000,000 152,357,000 None None 6,500 1.0¢ Full payment probable. 





__ (Seaboard Air Line) 


Seaboard—All Florida 1st 6s... Aug. 1 33,505,000 160,000,000 None None None 0.25 In default—no action. 





ee Dock Co. Cons. 6s....... Oct. 1 7,500,000 See Above 
__ (Erie) 


See Above 1.05 May be met by short term extension and a 
partial cash payment. 





(Missouri Pacific) 


N. Orleans Tex. & Mex. Inc. 5s Oct. 1 2,567,500 400,556,000 None 23,136 25,598 0.40 No action. 





N. Y., Chic. & St. L.6% Notes Oct. 1 14,962,000 162,000,000 4,809 15,512 4,219 1.00 Improved earnings strengthen issue but full 


payment seems unlikely. Extension may 
be planned. 








Toledo & Ohio Cent'lW. D.5s.. Oct. 1 2,509,000 See Above 
(New York Central) 


See Above 0.90 Full payment probable. 





Maine Central 1st & Ref. 414s, 
SS err Dec. 1 19,957,000 ioc dbace! 
Maine Central 1st 6s......... Dec. 1 916,000 See Above 


313 2,471 : 


Restricted finances cast some doubt on ability 

1.00 of road to meet this large maturity in full. 

1.00 Improved traffic this year would aid, but 
present prospects suggest full extension. 


See Above 














* As of Oct. 31,1934. (e) Estimated. 





(a) Approximate, based on latest available data. 
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praisals of active and important bonds is pre’ — who desire to employ their funds in fixed income-bear- — 
sented in two parts. The sections alternate with ing securities we have “double starred” the issues 
appropriate alterations and additions, so that holders © which appear to us most desirable, safety of principal 
and prospective buyers of bonds may be constantly in being the predominant consideration, while a single 
formed as to the effect of developments in the largest star designates those which, while somewhat lower in = 
number of issues. quality, nevertheless provide an attractive income, or 
Naturally, it is understood that all the issues men- offer possibilities of price enhancement. 
tioned do not constitute recommendations, although Inquiries concerning bonds should be directed to our << 
the relative merit of each is clearly indicated either Personal Service Department. 
EK 
N 
**] 
N 
e 
Railroads “ 
Total Amount Fixed Charges ra 
funded of _ times earned t Price 
Company debt issu - A Yield to COMMENT 
(mil’ns) (mil'ns) 1932 1933 Callt Recent Maturity 
Chesapeake & Ohio Ry. 
Ree IED oo kn doeeceseeees 245 30 3.2 3.7 NC 111 2.4 Of the highest grade. 
TE nc hoo sin pes soonwessnee 245 49 3.2 3.7 NC 116 8.8 Tho junior to issue above and prior liens 
thereto, is still strong. 
Ref. & Imp. “B” 414s, 1995.............. 245 60 3.2 3.7 110* 109 4.1 Junior to two issues above. 
Hocking Valley ist Cons. 4s, 1999...... 245 16 3.2 3.7 NC 113 3.9 Assumed by C.&O. High grade. = 
Great Northern F 
ist & Ref. car ig EE Bis Seen basses 351 72 3 .8 105 ’41 100 4.3 Good grade. Prior liens are substantial. 
SRS ee Ws CDS ova view varie vnd dans 351 223 3 8 NC 95 7.4§ —> issue above. Maturity may prove 
problem. 
Eastern Ry. Minn. Nor. Div. 1st 4s, ’48.. 351 10 2 .8 105 aac Py Mileage is valuable. High grade. 
Montana Central 1st 6s, 7.1.87.......... 351 10 3 8 NC 102 4.9 Good grade issue. 
St. Paul, Minn. & Man. Cons. (now ist) 
| AP ieee 351 41 .3 .8 102!.* 107 4.0 
do. Montana Yi 2: See 351 22 3 8 nC 102 3.0 All are high grade bonds. —_ 
do. Pacific Ext. 1st stg. ds, rr 351 £6 8 .8 NC 100 4.0 S 
Kansas City Southern Ry. 
ao) | BSR ee es 65 30 6 .6 NC 77 5.2 Sound bond. ca 
Ref. & ON oy ee eae eee 65 21 .6 .6 105 73 8.2 Junior to issue above. wae 
Texarkana & F. S. at BGG, BOSD... .....005 65 10 1.0 1.0 10714 $4 6.1 Fair grade. 
Louisville & Nashville R. R. 
ED nooo we Snips soeanawsi 226 70 8 1.2 Nc 105 2.9 Nowa high grade bond. 
Sat; Ret. “CO” £46e, BOOS... ccccccces 226 58 .8 1.2 105 ’39 100 4.5 Junior to issue above. — 
10-yr. Secured 5s, 1941..............000% 226 10 8 2.3 103 '36* 106 3.8 oe apse ag valuable. Better grade. C 
Atlanta Knox. & Cin. Div. 4s, ’55......... 226 25 8 1.2 NC 107 3.5 High grad | 
Carolina, Clin. & Ohio 1st 5s, 6.1.38...... 25 14 4 .7 110 107 2.9 Road Teaned toL.&N. High grade. Cc 
Norfolk & Western Ry. — 
Co ee ee 91 41 4.9 6.4 NC 111 3.6 An investment of the highest grade. L 
Div. 1st & Gen. DUDE cabbncsdc aaah so % 91 35 4.9 6.4 105 108 3.0 Junior to issue above, but still high grade 
Pocahontas Coal & Coke P. M. ist 4s, 1941. . 11 mee ee. 105 106 2.9 High grade. 
Northern Pacific Ry. ‘S 
**Prior Lien & Land Grant 4s, 1997........ 310 106 1.0 NC 104 8 High grade. 
eS er 310 54 9 1.0 NC 75 4.0 unior to issue above. 
pea suneebeces 1.0 110 ’36* 5.9 unior to two issues above. 
Union Pacific R. R. _ 
RA Aet Oe. Oe, Be 0. 4S. Oe, SORT. on. oc ccnccncee 348 100 2.4 2.5 NC 109 3.1 An investment of the highest grade. ii ars 
Jet Lien & Ref. ds, S008... wc ccccccccs 348 86 2.4 2.5 107% 106 3.7 Junior to issue above, but still strong. U 
SAS ene 348 27 2.4 2.5 102° 105 4.2 et by mortgage, but both are good 
a rcs is cy ac ccnes césuacen 348 20 2.4 2.5 100 101 3.9 quality investments. 
** Oregon Short Line ist 5s, 1946........... ea 29 ane oes NC 114 3.5 Of the highest grade. 
Oregon-Washington R. R. & Navigation ist 
yA aa a 95 72 def 1 105 102 3.9 U.P. guarantees. 
Oregon R. R. & Navig. Cons. 4s, ’46...... 95 23 def = NC 106 3.4 Prior in lien to issue above. — 
e eoye,¢ 
Public Utilities 
Am. Gas & Electric Deb. 5s, 2028.......... 194 50 1.9 1.7 106* 93 5.4 Among the best of holding company issues. * 
Appalachian Electric Power Co. —— 
fee 8S SASS 84 63 1.9 1.8 10414° 103 4.8 Of good caliber. E 
Appalachian Power ist 5s, 1941........... 84 10 1.9 1.8 105 107 3.8 Prior in lien to issue above. High grade. P 
Buffalo General Electric Co. a 
Pe eS eS” errr pase. Ce 7 2.6 2.1 105 109 2.6 Of the highest gr: Tr 
Oe lee aed EO eee 40 30 2.6 2.1 10744°* 109 4.1 Junior to issue . but still high grade. Mec 
Cons. Gas, El. Lt. & Per. of Baltimore j 
General ‘48. 4 Saar eee | 15 3.1 2.9 NC 100 4.5 Will be paid off. leas 
YS SS aa ee 64 40 3.1 2.9 105* 107 3.7 Junior to issue above, but still high inte: 
Safe Harbor Water Pr. ist 414s, 1979... a1 21 ase ee 105* 107 4.2 Cons. Gas guarantees. Strong bon in p 
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Company debt issue —— - Yield to COMMENT 
(mil’ns) (mil’ns) 19382 1933 Callt Recent Maturity 
Consumers Power Co. 
1st & Ref. IUDs 6 oats a paw ede eve nks 92 22 3.0 2.5 105 103 2.0 Of the highest grade. nS 
BRE Ge eles PRs BOI soc v:60:6:4 6 be ceesesce 92 67 3.0 2.5 105* 108 4.0 Junior to issue above, but still high grade. 
Koppers Gas & Coke Deb. 5}4s, 1950....... 61 38 4.9 1.9 10314 104 5.1 Good bond. F 
Nevada-Cal. El. ist Tr. 58, 1956............ 81 28 1.2 1.2 10214* 71 7.8 Represents large proportion of total debt. 
xkNew England Tel. & Tel. ist “B” 444s, '61.. 88 75 2.5 $:3 100 ’53 113 3.7 High grade investment issue. 
North Amer. Lt. & Pr. Deb. “A” 544s, '66... 193 18 1.0 def 10244° 48  11.4§ None too strong holding co. obligation. 
Pacific Gas & Electric Co. : 
ie i hoes DL, RO eee ee 297 96 2.2 2.0 105° 107 4.0 Entitled to a high grade rating. 
eS ae gf OR ear 297 170 2.2 2.0 105° 102 4.4 Junior to issue above, but still a strong bond. 
**California Gas & Electric Unif. & Ref. 5s, 
in Ls SR a inp eh ey Caen oe er ie 297 9 2.2 110 108 High grade. 
Sierra & San Francisco Power 
Bi RD cs 9 5's)54.0.0'6.0 6's 010 sea oaie's 6 297 11 2.2 2.0 110 105 4.5 Pac. Gas guarantees int. Good grade. 
Ee ES ot chica h 60.06 'es eee ss 297 8 2.2 2.0 105 eee ... Junior to issue above, but with same guar- 
antee as to interest. 
San Joaquin Light & Power Unif. & Ref. 
Sa ee ee 34 82 1.6 1.6 10334 * 100 5.0 Good grade. 
Great Western Power Ist 5s, 1946........ 20 18 1.8 1.8 106 107 4.3 Better grade. 
Public Service Corp. of N. J. ee 
*Perpetual 6% Certificates............00. 203 19 3.0 3.0 NC 118 6.1§ Secured by pledge stock of subsidiaries. 
Sound holding. 
Public Service Electric & Gas Co. ist & Ref. 
OS) EE ees 114 91 3.8 3.7 10414° 108 4.1 High grade. 
*kUnited Electric Co. of N. J. ist 4s, 49... 114 18 3.8 3.7 NC 109 8.2 Senior to issue above. Of the highest grade. 
Hudson County Gas 1st 5s, 1949........ ee 11 NC 115 7 ~ Very strong bond. 
South Jersey G., El. & Trac. ist 5s, ’53.... 13 NC woe Better grade. 
Southern California Edison : 
MERE UWS 4 5'4 a ¥.4;010.6 940 00 aaa we 138 13 3.0 2.6 105 107 8.5 Entitled to the highest rating. 
UE EM bu Siditiss taba Vans iotebe Sack 138 120 3.0 2.6 105* 106 4.5 Junior to issue above. 
e 
Industrials 
Chile Copper Deb. Gs, 1947... 0.22 cccccccce 31 31 def 9 101* 85 6.9 In itself, bond is a good one, but general 
copper situation none too favorable. 
Crucible Steel Deb. 5s, 1940............... 13 10 def .5 10144° 100 5.0 — improved. Now reasonably good 
ond. 
lige & Myers Tobacco Co. . 
a US. | RR rae err 28 13 14.8 23.3 NC 131 8.0 Industrial obligation of the highest grade. 
ee EN Ren Ee ee 28 15 14.8 11.1 NC 117 3.6 Junior to issue above, but still high grade. 
Swift & Co. 
lo ho) | SARE er iet ee 46 21 4.6b 5.4b 102% 106 4.2 bYears to 10.81.33/34. High grade. 
IR AOED vices se Sb05 600s cd vanes 46 25 4.6b 5.4b 102° 104 4.2 = by mortgage, but strong never- 
eless. 
Union Gulf Coll. Tr. 5s, 1950............... 42 42 103 Entire issue called for payment Jan. 1, last. 
United States Steel Corp. 
Illinois Steel Deb. 444s, 1940............. 93 19 defa defa 105 106 3.2 U. S. Steel’s earnings, guarantor. Both 
C.L. S. & East. Ist 44s, 1969........... 93 9 defa defa 110 oF are high grade bonds. 
Not Guaranteed 
Elgin, Joliet & East. Ry. ist 5s, 1941...... 10 NC 105 4.1. Entitled to a good rating. 
Tenn. C. & I. R. R. Gen. 6s, 1951......... 11 NC 115 3.7 Strong, well-secured bond. 
Short-Term Issues 
Due date 
*Armour & Co. (Ill.) R. E. ist 4%s.......... 6.1.39 38 .2n 1.5n 102% 102 3.9 n Years to 10.31. Good bond. 
Cumberland Tel. & Tel. Gen. 58............ 1.1.37 15 3.2m 2.9m NC 106 1.9 m Earnings Sou. Bell Tel. assuming co. 
Highest grade. 
Edison Electric Ill. (Bos.) Notes 8s......... 11.2.37 71 2.6 2.3 100% * 102 2.0 High grade. 
Phillips Petroleum Deb. 54s..............+ 6.1.39 27 1.3 LF 101* 102 4.8 Position much improved. 
Texas Power & Light 1st 5s........ ....... 6.1.37 25 1.8 1.8 105 103 3.7 Of good investment caliber. 
Sn AVONWS RT. TSE GB... oscciciescceccee 7.1.37 5 2.0 NC 100 5.0 Among the stronger traction issues. 

















t Fixed charges times earned is computed on an “over all’ basis. 
leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded 


interest, etc. 
in part at 
may be 






§ Current Yield. 


and 


In the case of a railroad, the item includes interest on funded and other debt, rent for 


ded debt, subsidiary preferred dividends, minority 


An entry such as 105 ’86 means the bond is not callable until 1936 at the price named. ‘Indicates that the issue is callable as a whole or 
dually decreasing prices. ** Our preferences where safety of principal is predominant consideration. * Our preferences where some slight risk 
en in order to obtain a higher return, 
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Where Is Consolidated Gas 


Headed? 


Political Pressure, Rate Controversy and Ris- 


ing Tax Burden Combine to Depress Invest- 
ment Status—What Will the Outcome Be? 


By Henry RicHMonp, Jr. 


at this point that the trouble al- 





CENE: A Dublin street fight. 
The opposing factions ad- 
vance one upon the other. 

They hurl bricks, bottles, epi- 
thets. They wield belts and one 
can see the flesh bruise and crack 
under the heavy buckles. <A 
pompous little man stands on a 
garbage can and exhorts no one 
in particular until a stone re- 
moves what is left of his front 
teeth, A boy and a girl are 
trampled: an old woman loses a 
string bag and a week's groceries; 
others seek a precarious safety in 
narrow doorways. Fishwives 
lean from windows and sling not- 
unappropriate insults at each 
other across the narrow street. 
Several put in their “little nick- 
el’s-worth” by casting cooking 
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ways starts. The commission 
holds hearings designed to dis 
cover exactly how much capital 
there is invested in the public 
service. It hires accountants and 
engineers, who in the interest of 
their client are naturally desirous 
of reducing valuations td the 
minimum. Their final figures 
show everything in sight lopped 
off except the bare skeleton of 
the system. “This is all the capi- 
tal there is involved in the pub 
lic service,” they claim. 
Meantime, the company’s ac’ 
countants and engineers have 
done the same thing, but with 
this important difference: they 





include everything and __ the 
kitchen sink. They include ob 
solete plants and “reserve” 





utensils on the melée below. . . . 

Scene: Greater New York 
City. The Consolidated Gas Co. on 
the one hand faces the Public Service 
Commission on the other. On the 
sidelines, President Roosevelt, Mayor 
La Guardia, the Federal Government, 
the courts, the public at large, the own- 
ers of Consolidated Gas. The com- 
pany and the commission obtain pre- 
liminary holds. Everyone shouts at the 
top of his voice, along lines which are 
completely lacking in logic and often in 
commen honesty. 

In the number of people involved 
who hold different views, the number 
involved who hold the same views for 
completely different reasons, and the 
intolerance with which everyone re- 
gards any opinion but his own, there is 
no visible distinction between a Dublin 
street fight and the present utility con- 
troversy in New York. They are also 
similar in respect to the damage done 
innocent bystanders by other bystand- 
ers to whom the urge to meddle in 
some one’s business is irresistible. 
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The sad part of the question as to 
whether the Consolidated Gas Co. of 
New York and its affiliated compa- 
nies should, or should not, lower their 
rates is that a clear-cut decision in ac- 
cordance with abstract justice cannot 
be rendered. Abstract justice in such 
a case just does not exist. While this 
perhaps is explanation enough of why 
the argument is waxing so hot and bit- 
ter, it does seem as if time, money and 
nerves might be saved by a lesser dis- 
od of childish obstinacy on both 
sides. 


Fixing Rates 


Theoretically, there should be no 
trouble at all over utility rates. The 
law holds that a company is entitled to 
earn a “fair return” on the capital in- 
vested in public service and a public 
service commission is set up to try and 
see that the company does not earn 
more than this. Unfortunately, it is 


plants, lines and other facilities 
that are used only a few times a year, 
and say: “This is how much capital 
there is invested in the public service.” 
In practice, the commission then figures 
out what kind of compromise the com 
pany will stand for and renders its de- 
cision accordingly. If the company ac: 
cepts the new rate schedules, all i 
well: if it does not, the matter is taken 
to court where it is threshed out very 
expensively for everyone concerned and 
even when the final decision is rendered 
it represents no indisputable scientific 
fact, but is merely a human opinion of 
what appears to be a fair answer. 
While this may appear to be a crude 
way of stating the method by which 
public utility rates are determined, not 
only in New York but in many other 
localities as well, it covers nevertheless 
the essential facts. It worked, more’ 
over, for a long time and not too badly. 
Utility rates generally showed a steady 
downward drift, while utility com: 
pany earnings drifted just as steadily 
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upward; so everyone was satisfied. 
There was, of course, not necessarily 
on the part of the Consolidated Gas 
Co. of New York, but here and there, 
abuses. Book values were written up 
and then made the basis for higher 
rates, while undoubtedly many politi- 
cians of various grades and capacities 
came under the influence of utility in- 
terests. This, however, was inevitable 
under the system and it is on the sys- 
tem, rather than those who took ad- 
vantage of it or failed to take advan- 
tage of it, that the blame should rest. 


Political Targets 


During the depression, utility earn- 
ings generally, including those of the 
Consolidated Gas Co. of New York, 
stood out like a sore thumb. Politi- 
cians desperate for some more to tax, 
turned to the utilities with a will. In 
1929 the big New York utility paid 
$25,500,000 in operating taxes, or 
more than 11 cents on each dollar of 
operating revenue: in 1933 it paid al- 
most $36,400,000, or nearly 16!4 cents 
per dollar of operating revenue. When 
final figures are available for 1934, they 
undoubtedly will show a tax figure 
in the neighborhood of $40,000,000. 

In the meantime, there had arrived 
President Roosevelt, willing to com- 
promise on anything but his conviction 
that utility rates are too high and 
should be lowered. Taking its cue 
from the actions of the national gov- 
ernment, the New York State Public 
Service Commission hit upon the happy 
thought of ordering “temporary” re- 
ductions in gas and electric rates— 
“temporary” here meaning that the re- 
ductions should be put into effect im- 
mediately and then appropriate sur- 
veys and studies made to discover 
whether they were valid. This was natu- 
rally too much for Consolidated Gas 
and it plastered the Commission’s or- 
ders with injunctions, the final dispo- 
sition of which are still pending. 

Naturally, such tactics were resented 
in many quarters. 
They gave politicians, 
newspapers and sun- 
dry individuals an- 
other excuse to rant 
about the Power 
Trust and they have 
been quick to take 
advantage of it. And 
then, just as the feel- 
ing against utilities 
and Consolidated Gas 
in particular was at 
its height, the com- 
pany asked the Com- 
mission for a $14,- 
000,000 increase in 


rates to cover the in- 
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crease in sundry taxes and expenses. 
Practically, matters being what they 
were, this was probably a stupid move. 
It put Mayor La Guardia on his hobby- 
horse prancing down to Washington 
with a view to getting a Federal loan in 
order that New York City might build 
competing power plants. This, the 
Federal Government appeared perfect- 
ly willing to do and the local power 
company found itself on a “spot”. 

However, Consolidated Gas made a 
strong rally by proposing that the 
“Washington Plan” for electric rates 
be put into effect in New York. This 
scheme obtains its name from the sys- 
tem under which the Potomac Electric 
Power Co. operates. Under it, the 
company agreed after it had received 
7% on a valuation of $32,500,000 to 
divide its profits with consumers. Ad- 
ditions to plant and property were 
subject to the same agreement. Appar- 
ently, the plan worked very well, rates 
being constantly reduced and the com- 
pany being able to maintain itself in a 
high degree of prosperity. Indeed, the 
plan worked so well that in 1930 it was 
modified to still further benefit the 
consumer. A similar plan probably 
would work equally well in New York, 
once the original valuation had been 
settled. This, however, is a big point 
and will be returned to later. 

In order to complete this brief sketch 
of where the Consolidated Gas Co. of 
New York stands today politically, it 
is necessary to add a few more lines to 
give perspective. Without taking sides 
in the controversy, fairness compels the 
recognition that there is no scientifically 
determinable point over which utility 
rates become too high and under which 
they are too low—aside from selfish in- 
terest, of which there is a great deal too 
much. We fail to see how anyone can 
be blindly partisan one way or another. 
Mere “kibitzers” on both sides would 
do well to consider just one little point 
and then ask themselves honestly if 
their time could not be spent better in 
some other pursuit. 
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In New York the average electric bill 
for residential use is $2.41 a month and 
the average gas bill $2.18 a month. 
The average customer therefore obtains 
combined electric and gas service for 
a matter of $55 a year. Allowing only 
two dependents to each customer, the 
per capita cost of the service becomes 
slightly more than $18 a year. The 
per capita cost of the New York City 
government is approximately $70 a 
year, while the expenditures of the Fed- 
eral Government are currently running 
about the same for each man, woman 
and child in the country. In view of 
this, the unbiased observer in respect 
to the New York utility situation can 
merely ask—just as he would if he 
were viewing the Dublin street fight— 
“What's all the shootin’ for?” 


Strongly Situated Company 


Turning now to a cursory examina- 
tion of the physical and financial con- 
dition of Consolidated Gas, a holder of 
the company’s stock or bonds, discovers 
a much more definite and much more 
hopeful picture. The company is both 
an operating and a holding company. 
The organization provides electricity, 
gas and steam service to an area center- 
ing in New York City that possesses a 
concentrated population of not far 
from 8,000,000 persons. About 75% 
of the company’s total operating reven- 
ues of $225,000,000 a year are derived 
from electricity, about 20% from gas 
and the balance from steam and mis- 
cellaneous sources. Except for those, 
such as the New York Power Author- 
ity which in a recent report to the 
President made the point that the 
company is operating a number of 
plants at low capacity and high fuel 
cost for the purpose of justifying their 
inclusion in the capital account, the 
physical properties of the Consolidated 
Gas Co. of New York are generally 
conceded to be modern, well-equipped, 
maintained and managed. (For the 
sake of the record and in case there are 
readers innocent 
enough to believe that 
the statements of such 
an august body as the 
New York Power 
Authority are, ipso 
facto, correct and 
sensible, it must be 
recalled that this same 
body under the 
chairmanship of 
Frank R. Walsh made 
some pretty wild 
statements a month or 
two ago in respect to 
how low utility rates 

(Please turn to 
page 417) 









YU 


EXPENSES ETC. 
51.8 4 


391 





vom ene 


Tigi anaes 






q How Does Your Company Keep Its Books? 


Let Corporate Assets Be Realistically 
Appraised 


Effect of Capital Writeddowns on Com- 
panies, Investors and National Revenues 


By BarnaBas Bryan, Jr. 





= companies have resorted to 








F all factors influenc- 

ing the market price 

of any common stock, 
earning power is by far the 
most potent. It is the first 
thing the average investor 
examines: so many dollars 
and cents per share for such 
and such a period, as com- 
pared with the preceding 
similar period. 

But what is earning 
power? Its accurate mea- 
surement is far more com- 
plicated than most investors 
realize. We have official 


With corporate reports now making their appear- 
ance in increasing numbers, the points made in this 
article will be found exceedingly timely. 
ample, in making comparison between recent earn- 
ings and those of prior years, one should make cer- 
tain that the basis of comparison is the same. 
change in depreciation policy or in the appraisal of 
capital assets makes startling changes in earnings 


which must be recognized. 


similar write-downs. Some 
of the more important and 
the amounts of the write 


downs are: 

For ex- 
General Motors ..$92,800,00 
CUTVBIEL. o2%i0ssees 25,000,000 
Barnsdall- ........ 30,000,000 


Continental Oil.... 56,000,000 
A Bendix Aviation .. 38,030,000 
Union Carbide.... 39,794,000 
Pullman 0, 
United Fruit...... 50,945,000 
Curtiss-Wright ... 19.592,000 
American Radiator 11,087; 
Gillette Razor .... 17,260,000 
Tidewater Assoc... 34,098,000 
American Loco.... 34,556,000 








and fixed standards for 
measuring a bushel of po- 
tatoes or a pound of beef—but there 
are no hard and fast standards for 
measuring a corporation’s profits. This 
is because the intricate and sometimes 
devious art of bookkeeping can make 
reported earnings better or worse, as 
dictated by the desires or necessities of 
management. 

Therefore, if the hopeful stock- 
holder wishes to live in reality and to 
sleep nights, one of the very first ques- 
tions he must ask himself is: How 
does my company keep books? He 
must know its depreciation policies and 
what it does with depreciation reserves. 
He must know its various rates of 
depreciation on various types of assets. 
He must know whether reserves thus 
set up are used to retire debt—as in 
the case of so many oil companies— 
or in making deceptive dividends pos- 
sible, as in the case of some industrials. 

Of all devices of bookkeeping, the 
capital write-down is the most effective 
in sweetening reported earnings. At 
first glance it may seem curious, if 
not a bit absurd, that a few changes 
in a company’s ledgers—without effect 
either on its sales or the physical 
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composition of its properties—can add 
materially to earnings as reported. 

As a practical matter, however, it 
is reported earnings that the stock 
market deals in; and when a write-down 
of assets take place it is bullish on the 
stock of the company, even though the 
results often may not show up for 
some time. 

For instance, there is the case of 
Socony-Vacuum, which has recently 
written the old Vacuum good-will out 
of the books, and in comparison with 
its previous accounting has thus written 
up a fund of future net income 
totalling $228,000,000, excepting only 
the resultant increase in incomes taxes 
which must be paid on higher reported 
profits. After the first earnings report 
appears on the new basis, the effect 
per share may be calculated and the 
stock market future of the company 
more accurately appraised. 

A write-down of assets of this kind 
must necessarily appear in precise 
proportion either as future net earnings 
or reduced losses. 

In the depression years, and espe- 
cially in 1931, 1932 and 1933, many 
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It is not our purpose to 
imply that bookkeeping changes such 
as these are a mere matter of account: 
ing hocus-pocus in any sense, or that 
they are not entirely legitimate. As 
a matter of fact, the write-down— 
unlike a write-up of assets in a merger 
—is almost invariably in the direct 
interest of shareholders. 

The purpose of the charge-off for 
depreciation is to replace the cost of 
property during the active life of the 
assets. Obviously, then, rigid adherence 
to a 1929 depreciation policy under 
depression realities would be a book- 
keeping absurdity. Property values are 
subject to the price cycle and so are 
replacement costs. 

Since physical depreciation of ma 
chinery, buildings and other property 
assets is a business reality, necessarily 
a depreciation policy which conforms 
most closely with actual physical depre- 
ciation and with probable replacement 
costs is essential to the longer protec’ 
tion of the stockholder’s equity. The 
lower the valuation of assets and the 
smaller the depreciation charge—while 
still conforming to the requirement of 
maintaining the useful life of the 
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properties—the better is the stock- 
holder's position. 

There can be no doubt that a great 
many corporations have tended to ad- 
here to fictitiously high asset valuations 
and to excessive depreciation policies, 
in many instances the prime motive 
being to hold down income taxes. 

The capital write-down effects the 
internal deflation of a corporation. 
When its securities decline in value, 
that does not in any way reduce its 
overhead charges. Depreciation on 
original cost of assets makes the com- 
pany insist on collecting its full pound 
of flesh before showing any profit. 
Stockholders may suffer heavily in the 
decline of the company’s securities 
while it goes on insisting that boom-era 
assets are worth what they cost. 

This writer believes the fixed assets 
of the majority of companies today are 
not worth full book value. In a great 
many cases they represent the accumu- 
lations of a generation of expansion 
under the stimulus of a high rate of 
operations when costs were high. 

Let us see how a typical capital 
write-down has worked out in the case 
of a well known company, United 
Fruit. Its property account was written 
down by $50,945,000. The consequent 
reduction in depreciation costs 
amounted to $1.63 per share of com- 
mon stock. On the new basis the com- 
pany reported earnings of $1.95 per 
share in 1932, whereas on the old 
valuation they would have been but 
32 cents a share. Similarly, re- 
ported earnings of $3.16 per 


collection of higher income tax reve- 
nues, favorable to that intangible thing 
we call confidence or sentiment, since 
it would tend to make for higher 
reported earnings and higher market 
quotations. 

Thus the deflation of boom-time 
bookkeeping would have inflationary 
effects harmful to none. The arguments 
in its favor are manifold and just. 

Government intervention in this 
problem would, of course, be nothing 
new in principle. The Treasury has 
long kept a watchful eye on the de- 
preciation policies of individual cor- 
porations in an effort to collect the 
taxes it felt to be fair. 

For example, in 1931 it caused 
Humble Oil & Refining to lower its 
depreciation charges on the ground 
that they represented an under-estimate 
of the probable life of the assets for 
which reserves were being set up out 
of current revenues. In effect, the 
company had been growing a melon 
by charging off too much to suit the 
income tax collectors. Since then 
lowered depreciation rates raised net 
income. 

Again, the Spicer Manufacturing 
Co. recently issued a report show- 
ing earnings of $493,824 for the nine 
months ended last September 30, as 
compared with a loss of $114,792 for 
the corresponding period of the pre- 
ceding year. This is a change for the 
better that the stockholder will consider 
remarkably good—but a very per- 





preciation of equipment created out of 
capital surplus at December 31, 1932.” 

In other words, not only was de- 
preciation reduced but part of the 
amount allowed as depreciation by 
the Bureau of Internal Revenue was 
charged not against current earnings 
but against a special depreciation re- 
serve set up out of capital surplus some 
time previous to the period covered 
by the earnings report in question. 

The reasoning actuating the Trea- 
sury, and applying to many corpora- 
tions, has been set forth by Secretary 
Morgenthau as follows: 

“The Bureau has for several months 
had under consideration more effective 
means of administering the deprecia- 
tion provisions. This study has shown 
that through past depreciation deduc- 
tions many taxpayers have (as shown 
by facts now known to exist) built 
up reserves for depreciation which 
are out of proportion to the prior 
exhaustion, wear and tear of the de- 
preciable assets. If past methods are 
continued, the amount representing the 
basis of the assets will be completely 
recovered through depreciation deduc- 
tions before the actual useful life of 
the assets has terminated. 

“In order to overcome this condition 
the Bureau proposes to reduce sub 
stantially the deductions for deprecia- 
tion with respect to many taxpayers 
in various industries so that for the 
remaining life of the assets deprecia- 
tion will be in effect’ reduced to the 
extent that it may have been 
excessive in prior years.” 








share in 1933 would have been 
$1.53 underthe previous policy. 

In 1932 United Fruit com- 
mon sold down to 1014. To- 
day it is around 75. Now, of 
course, the end of panic fear 
has lifted prices of all sound 
stocks since 1932; and this 
company’s business also is 
definitely improved. Perhaps 
the stock could have recovered 
to 40 or 50 on these factors, 
but it seems decidedly im- 
probable it would be selling at 
75 without the benefit to earn- 
ings of its present depreciation 








American Locomotive’s 
Capital Write-down 


Book Values 
January 1, 1933 








Cost of Property....... $83,832,170 $47,645,883 
Depreciation Reserve. . 22,164,409 11,824,368 
Net Cost of Property... $61,667,760 $35,821,515 

1932 1933 
Depreciation Charge... $1,444,692 $561,893 
Per Common Share.... $1.88 $.73 


Book Values 
January 1, 1933 
Before Write-down After Write-down 


To this end corporations 
are required to furnish detailed 
schedules of depreciation con- 
taining all the facts necessary 
to determination of proper 
depreciation. Second, depre- 
ciation is to be limited to such 
amounts as may reasonably be 
considered necessary to re- 
covery during the remaining 
useful life of any asset the 
unrecovered basis of the asset. 
Third, the burden of sustaining 
the validity of the depreciation 
deduction claimed is placed 
squarely upon the corporation. 











Without doubt these policies 





policy. 

If a simple matter of book- 
keeping can work such wonders for a 
minority of companies why should it 
not produce similar results for all com- 
panies and thus accelerate the return of 
prosperity? This writer believes the tax- 
ing power should be used to make all 
corporations reduce their charges for 
depreciation by half or in a proportion 
equal to the decline in the cost of 
living since 1929. The effects of such 
action would be favorable to stock- 
holders, favorable to government in the 
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tinent explanation is to be found in 
the following brief note attached to 
the earnings statement: 

‘In conformity to the Federal Reve- 
nue Act of 1934 and regulations per- 
taining thereto, a revision has been 
made in rates of depreciation and 
reduction in that respect has been 
given effect to in above statement for 
nine months of 1934. A portion of 
provision for depreciation has been 
charged against a special reserve for de- 


will materially swell the Gov- 
ernment’s revenues. They will also re- 
sult in good for stockholders. But this is 
a piece-meal attack, perhaps necessarily 
so. Much greater and quicker benefits 
would come from a blanket assault on 
excessive book valuations. We have 
done some strange things by legislation 
in this country. Why not a compul- 
sory deflation of corporate bookkeeping 
and a consequent inflation of earnings 
and taxes—an inflation, peculiarly 





enough, which would rob nobody? 
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HERE is no feature relating to 

commodities which compares in 

importance with the various 
efforts being made to achieve control, 
in many items, of output and price, 
one or both. 

Announcement is just made that the 
Secretary of Agriculture is to ask for 
amendments to the Agricultural Ad- 
justment Act giving the Adjustment 
Administration the right to establish 
quotas and allotments for individual 
farmers, where a majority of the 
farmers concerned approve this pro- 
cedure. In other words, the voluntary 
plans of the Administration are to be 
replaced and enforced by compulsory 
measures. A Bankhead plan is being 
prepared for the compulsory control 
of wheat production, and so it moves 
all along the line. Of course, we shall 
have a repetition of what is taking 
place in cotton. If the AAA limits 
wheat production, it will be forced to 
make a price which is compensatory. 
The Government paid cotton farmers 
benefit and parity payments and then 
loaned 12 cents a pound on cotton— 
five million bales or more. Some simi- 
lar course of events may be confidently 
anticipated as each item of farm output 
comes under control. 

Unfortunately for the projected 
plans it remains true that to alleviate 
an economic effect is to augment the 
cause. The best cure for six-cent 
cotton is six-cent cotton and the best 
cure for too much wheat is too much 
wheat. 


Leading Corn States 


Corn is our big crop. One hundred 
million acres of waving cornfields in 
Ohio, Indiana, Illinois, Missouri, Kan- 
sas, Nebraska, South Dakota, Minne- 
sota, Wisconsin, Iowa, and of these 
the banner state is Iowa, with Illinois 
a good second. Miles and miles of 
cornfields; in the early summer a scene 
of great beauty, in these midwinter 
days, a scene somber, monotonous and 
desolate. Corn is our big money crop, 


394 


Corn Will Go Higher 


Changing Values and Mar- 
kets in Our Biggest Crop 


By C. S. Burton 


albeit it goes to market in varied forms. 
The crop year for corn begins Novem- 
ber 1. For the ten years 1924-1933 
our national cornfield averaged 101,- 
564,000 acres, and the annual average 
crop was 2,554,430,900 bushels, for 
which the net farm price, averaged 
month by month in each year, was 
66.92 cents, an annual return, calcu- 
lated thus, of $1,709,425,158. A huge 
sum, this; an item of yearly income, 
of which it behooves us to take great 
care and to cherish the markets through 
which we reach the eventual consumer. 
We grow usually something more than 
60% of the world corn crop. The 
more important contributors to the 
total are the Argentine, Rumania, 
Jugoslavia and Italy. The Argentine 
leads all the nations of the world as 
an exporter of corn. Her exports of 
pork in any form are negligible and 
her huge beef exports come from the 
cattle of the pampas—grass fed. Just 
now, for the first time in history, the 
United States imports corn and oats 
from the Argentine. It is not difficult 
to arrive with quite sufficient exacti- 
tude at the figures covering our pro- 
duction of corn. 

In spite of all the mechanization of 
farm work, corn still requires a much 
greater amount of labor than the small 
grains, and it becomes a further part 
of such work to turn the corn into 
the various forms in which it starts 
toward the table. 

Food habits change, largely because 
of the infinitely greater variety of 
foods now constantly available and 
competing to reach the consumer's 
plate, cup and saucer. The housewife 
no longer bakes her bread. Conse- 
quently she no longer serves corn 
bread; the manufactured cereals, pack- 
aged and ready to serve, have routed 
the old-fashioned lye hominy, samp, 
corn meal mush from all but the re- 
mote farmers’ tables and “cracklin 
bread” has passed into history. That 
portion of our corn crop which goes 
into cornmeal, even water-ground 
cornmeal from which spoon bread is 


made, grows less and less year by year. 

It is then, a question of the manner 
in which we do realize on our corn 
crop; the answer is—meat. Corn-fed 
beef and corn-fed hogs and here again 
food habits have changed. Time was, 
not sO many years since, when the 
farmer, or feeder, fed for great weight 
both steers and hogs. Today the public 
demands younger livestock, brought 
quickly to an early maturity, which 
in former years would have been con- 
sidered only preparatory for the final 
process of feeding and fattening. A 
two-year old steer and a pig six to 
eight months old go to market now 
instead of the feed lot, but still it is 
the corn which gives the quality to the 
meat. The buyer of pork wants the 
meat to be hard, the carcass to be firm 
and he pays a premium therefor. Much 
experimentation has proven that there 
has not yet been found any feed or 
combination of feeds which equals corn 
for the production of the very best 
meat. 


Corn Hog Ratio 


If we speak of pigs in clover to the 
city-bred boy it means a tantalizing 
puzzle, but to the farmer “pigs in 
clover” has much the same implication 
as “wheat in the bin.” Turn a bunch 
of four-months-old shoats into a field 
of clover, feed each one one good ear 
of corn per day, let them have some 
wood ashes or charcoal and salt and 
plenty of clean water and at the end 
of 90 days they will have put on 100 
pounds of the finest kind of growth. 
To make up a little corn hog ratio 
of our own—for the porker in the 
feed lot, without the clover or alfalfa, 
it takes about 32 pounds of corn to 
produce one pound of pork on the hoof. 

The corn-hog ratio mentioned s0 
often in the current discussions of 
farm problems is “something else 
again”. It means, as constantly used 
by the U. S. Department of Agricul 
ture, the number of bushels of corn 
required to buy 100 pounds of live 
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pork. This ratio can run all the way 
from 9, if corn is high and hogs are 
cheap, up to 15 or 16 if corn is cheap 
and hogs are high. This latter equation 
has nothing to do with the number of 
bushels of corn fed to make 100 pounds 
of live pork. 

Our corn-fed beef barely suffices now 
for our domestic demand. We no 
longer have range cattle for our own 
feed lots and for export as we once 
had. The dairy has so greatly increased 
in importance that pasturage is given 
over to milk cows to the exclusion of 
steers in course of preparation for the 
market. This means a greater ratio 
of baby beef for the table and also 
a definite dependence on cow beef; 
cows culled from dairy herds and fed 
just enough to fit them for sale. For 
better beef we actually buy feeders 
from Canada and Mexico. While we 
have thus seen our export market for 
beef fade away, the hog is in a some- 
what better stand. 

Primarily then, the world demand 
for hams, bacon and lard in reality 
represents the market for our huge 
corn crop and to form any outline as 
to one, it is necessary to study the 
other. 

And with regard to the demand for 
lard we must take cogniz- 





thing of a boom in both price and 
activity. Cottonseed oil is selling higher 
than at any time since 1929. One of 
the effects of the drought, a probable 
scarcity in fats. 

Marketwise corn is volatile enough 
for almost any daring speculator. For 
the crop year ending October 31, 1932, 
the crop was just under 3,000,000,000 
bushels and the price in December, 
when corn should move to market, 
was under 20 cents. There was talk 
of using it for fuel as was done by 
farmers in the early °90’s. Today corn 
is bringing well above a dollar a 
bushel and the trucks are moving the 
grain into those counties where the 
drought hit hardest and the farmers 
are buying to save their livestock, 
paying almost any price demanded. 
The usual spread between corn and 
wheat has almost been reversed. With 
wheat at a dollar per bushel corn 
would normally sell around 60 cents. 
In the present pinch of circumstances 
corn brings 15 to 20 cents per bushel 
more than a bushel of wheat. 

This situation arises, of course, from 
the ravages of the drought. The win- 
tering of the farmer’s livestock presents 
a current problem which is very 
serious. The price for corn will prob: 





the way the farm price for corn has 
moved up from around 77 cents in 
September to well above a dollar as 
this is written. 

The all important factor of the 
corn-hog program for 1935 may now 
be outlined, the new contract having 
been approved by a referendum in 
October. The provisions are, very 
briefly: Maximum corn acreage, 90% 
of the average planted in 1932 and 
1933, with the option to any individual 
to cut down as much as 30% and 
receive corn benefit payments in pro- 
portion. Benefits are (1) a corn ad- 
justment payment, (2) free use of the 
land withdrawn from corn planting, 
(3) a right to participate in any corn 
loan program which may be promul- 
gated in the fall &f 1935. The corn 
adjustment payment is to be 35 cents 
per bushel on a yield determined by a 
Community Committee to be the aver- 
age yield over the past five years for 
all crop land in the farm which has 
been in corn at least once in the past 
five years. The withheld acreage may 
be any part of the farm. The payment 
will be made in two instalments—15 
cents as soon as the contract is ap- 
proved and the remaining 20 cents will 
be paid around January 1, 1936. 

The payments made on 





ance of the fact that our 
export shipments of lard 
have greater value than 
all our other meat prod- 
ucts combined. Here as 


wo 
ial 


in other departments our 8 a5 
foreign trade has dwin- 3 
dled; for the years 1926- 2 7 
1930 we averaged sales of z 
lard abroad to the very 3 
substantial figure of $95,- 5° 
660,000. All other meat 2 
products plus live animals 3 55 


exported averaged for the 
same period $79,969,000. 45 
It is deplorable to study 
current export figures. In 


Corn PRICES 





the first instalment to 
corn-hog growers totaled 
$128,976,207. The pay- 
ment of the second instal- 
ment totaling 92 million 
dollars is now being made. 

These payments come 
from the so-called “pro- 
cessing taxes,” which in 
the case of pork is $2.25 
per 100 pounds live 
weight. According to the 
Secretary’s recent report, 
this tax represents an 
added cost to the consum- 
er of pork and pork prod- 
ucts as retailed of about 
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414 cents per pound. 





1932 meat _ products, 
which title includes beef 
and pork in all forms and mutton and 
lamb and fresh poultry, amounted 
to only $19,335,000 while our lard 
shipments came to $31,885,000. The 
situation has worked around so that 
lard is by far the largest item in the 
whole list of animals and animal prod- 
ucts that we send abroad. 

Our best customers are the United 
Kingdom and Germany, their use 
making up roughly 70% of the total. 

As this is written there is much 
more than usual interest in all kinds 
of fats due to the anticipated cur- 
tailment in hog production. There is 
an advance in the price of butter with 
margarine sales increasing. Edible oils, 
led by cottonseed oil, are having some- 
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ably work higher up to the time when 
corn from the Argentine can come in 
in quantity. Of old corn the Argen- 
tine has none to spare in any great 
amount. 
available until in April and until then 
cash corn will rather command its own 
price and futures be forced upward 
from. current levels. Europe, like the 
United States, is short of feed. The 
world crop of corn for 1934 is 31% 
below that of last year, but the Euro- 
pean crop is only 8% below. 

Our own crop is figured at 1,417,- 
000,000 bushels, roughly about half a 
crop and, of course, of poor quality. 
How increasingly hard the pinch be- 
comes for the farmer is evidenced by 


Their new corn will not be- 


Using the Bureau of La- 
bor Statistics of August 14, last, 
as quoted by the Secretary, sliced ham 
was 39.6 cents per pound, the proces- 
sing tax would therefore be 11.4% of 
the price; loin of pork 20.6 cents, of 
which the processing tax would be 
20.4%; sliced bacon was 29.8 cents, of 
which the tax would be 15%; lard was 
11.3 cents, tax 39.8%. As of the mo- 
ment of writing these prices have al- 
ready advanced sharply. Now, proces- 
sing taxes as levied upon pork, cotton, 
wheat, tobacco, etc., are the only source 
of revenue from which benefit pay- 
ments are made. We must realize then 
that we see here the collection of taxes 
levied against all consumers for the di- 
rect benefit of one class, pure subsidy. 
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WESTINGHOUSE AIR BRAKE CO. 


NEW YORK AIR BRAKE CO. 











New Conditions Favor Air Brake 
Manufacturers 


Requirements of I C C and American Railway Associa- 


tion Promises Expanding Volume for Both Companies 


URING the years of depression 

there were few businesses harder 

hit than the manufacturers of 
railroad equipment. At first, as the 
volume of trafhc fell off, the railroads 
had no inclination to buy: later it be- 
came almost impossible for them to do 
so, for lack of funds. Even when the 
Government evolved plans to loan 
money for equipment purchases, the 
roads, which had experienced their fill 
of unpayable debts, were somewhat 
loath to contract avoidable ones in vol- 
ume. All of this naturally reflected ad- 
versely upon the business of Westing- 
house Air Brake and New York Air 
Brake, although these two companies, 
as will be shown later, suffered less 
than many of their contemporaries in 
the same general field. 


Smaller Traffic—Minimum Buying 


Traffic was the thing needed to start 
railroad buying 
on any scale and 
neither the ease 
with which 
money could be 
borrowed from 
the Government 
nor all the talk 
of the economy 
and efficiency to 
be derived from 
modern equip- 
ment was capable 
of making much 
impression so 
long as the vol- 
ume of _ traffic 
registered no ma- 
terial increase. 
However, rail- 
road traffic in 
1933 was better 
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than in 1932 and 1934 was better than 
1933. Though the roads for the most 
part are still in deplorable financial 
straits from which there is no imme- 
diate chance of their emerging, the in- 
crease in carloadings at least has had 
the effect of turning their thoughts to 
the possibilities of buying a little new 
equipment. Moreover, with the 
changed background they are at last 
listening to the economy and efficiency 
arguments which they previously neg- 
lected. Last year, freight car orders 
were in the neighborhood of 23,000, 
compared with less than 1,700 in 1933, 
while there were about 150 locomotives 
ordered against only 42 in 1933. A 
beginning was also made to catch up 
on the deferred maintenance in signal- 
ing equipment and the installation of 
new and modern apparatus. 

While the business is still pitifully 
small in comparison with what conser- 
vative estimates show it should be, 





Part of Westinghouse Plant at Wilmerding, Pa. 
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nevertheless it seems that a start has 
been made. How far it will go reverts 
again to the question of railroad traffic, 
In other words, railroad trafic makes 
railroad prosperity and on the pros 
perity of the railroads depends their 
purchases of equipment. Yet, although 
this is generally true, the two companies 
already mentioned—Westinghouse Air 
Brake and New York Air Brake—can 
reasonably expect a future well above 
the average enjoyed by the majority of 
other railroad equipment companies. 


Repairs Important 

This expectation—as was the rela- 
tively good showing made by these two 
companies during the depression—can 
be attributed to the fact that their busi- 
ness is not wholly “heavy” in character. 
As their name implies, both are manu- 
facturers of air brakes and, while part 
of the demand for this apparatus 
naturally depends 
upon the volume 
of new railroad 
rolling stock, 
there is also con- 
siderable impera: 
tive repair and 
replacement busi- 
ness at all times. 
It is the latter 
that has lent a 
stability to earn- 
ing power dur- 
ing the time 
when orders for 
new equipment 
were almost 
negligible. In ad- 
dition to their 
main_ business, 
both have other 
interests. 
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In the case of the Westinghouse Air 
Brake Co., which is by far the larger 
of the two organizations, these other 
interests are extensive. Its subsidiary, 
the Union Switch & Signal Co., manu- 
factures all kinds of signaling appa- 
ratus, train control systems and the 
like. The business of this subsidiary 
was materially helped during the de- 
pression by several large subway in- 
stallations; while the future is the 
brighter because of the immediate 
economies that can be demonstrated to 
result from modern signaling systems 
and all that they imply. Another sub- 
sidiary, American Brake Co., makes 
foundation brakes for locomotives and 
a varied line of valves, fittings and 
forgings, in addition to doing a large 
volume of repair work. Yet, another 
subsidiary, Westinghouse Pacific Coast 
Brake Co., also does repair work on 
air brakes of all kinds, besides mak- 
ing automobile brake equipment and 
automobile tire fitting valves. 

Nor is this all. The 
American Westing- 
house owns an impor- 
tant interest in the 
Canadian Westing- 
house and a 49% 
interest in Bendix- 
Westinghouse Auto- 
motive Air Brake Co., 
whose business it is 
to promote air brakes 
on automobiles and 
in this way broaden 
the field for the 
equipment manufac- 
tured by its owners. 
Finally, Westing- 
house has extensive 
interests in companies 
having plants in Eng- 
land, France, Ger- 
many, Italy, Australia - 
and India. 

The business of the 
New York Air Brake Co. is less far- 
flung. The company did make an 
effort some years ago to diversify its 
manufacturing operations, but not to 
the extent of its larger competitor. 
Thus, the company’s business still fol- 
lows closely its old activities as a 
manufacturer and repairer of railroad 
air brakes and this is carried out under 
license to employ Westinghouse pat- 
ents. A certain diversity of interest, 
however, results from the ownership 
of some 76% of the outstanding stock 
of the Beebee Island Corp., a company 
possessing valuable water rights in the 
center of Watertown, N. Y. 

From the balance sheet standpoint 
both companies have much in com- 
mon. Their capitalizations are similar 
and consist solely of common stock— 
3,172,110 no-par shares in the case of 


Westinghouse and 260,000 no-par 
shares in the case of New York Air 
Brake. Neither company has outstand- 
ing any bonds or preferred stock at all. 
The current financial position of the 
two companies is good; indeed, that of 
Westinghouse might well be called ex- 
cellent, for at the end of last year this 
company reported current assets of 
$30,500,000 against current liabilities 
but slightly in excess of $1,500,000. 
Of the current assets more than $20,- 
000,000 was in the form of cash, United 
States Government and other market- 
able securities. As of the same date, the 
smaller company showed current assets 
of $2,250,000 of which $1,300,000 was 
in the form of cash and marketable 
securities, whereas current liabilities 
totalled less than $170,000. 


Past Earning Power 


In the past, the earning power of the 
two companies tended to run parallel. 





View of New York’s Plant at Watertown, N. Y. 


For the years 1928, 1929 and 1930, 
Westinghouse reported earnings the 
equivalent of $2.05, $2.78 and $2.05, 
respectively; whereas New York Air 
Brake reported $2.98, $4.72 and $2.26, 
respectively. As the depression inten- 
sified, however, the Profit and Loss 
Account of the smaller company swung 
quickly to the “red”, while that of the 
larger company was bolstered by the 
greater amount of its “other income” 
Yet, the two reported losses for 1933, 
it being interesting to note that New 
York Air Brake’s deficit of $333,000 
was less than that of 1932, whereas the 
Westinghouse loss of $660,000 followed 
a profit of $1,400,000 in 1932. 

In 1934 both companies enjoyed a 
change for the better. In the first nine 
months Westinghouse earned $240,000 
after charges and taxes, which was 





equal to 7 cents a share on the out- 
standing common stock. For the same 
period New York Air Brake earned 
$113,000 after depreciation and all 
charges except Federal taxes. 

Currently, the stock of the Westing- 
house Air Brake Co. is selling around 
$26 a share, on which there is a regu- 
lar dividend of 50 cents a share annu- 
ally—a dividend of which there is 
hardly a doubt in view of the com- 
pany’s holdings of cash and Govern- 
ment securities regardless of what the 
future of the business might be. The 
stock of New York Air Brake sells a 
point or two higher and at the present 
time affords no return on the capital 
invested in it. 

In giving consideration to the future 
of the air brake companies it is always 
necessary to keep at the back of one’s 
mind that in the ultimate analysis it is 
railroad traffic that spelis railroad pros- 
perity and the free purchase of equip- 
ment. In this particular instance, how- 
ever, there has 
arisen a factor that 
very much modifies 
this basic thought. 
Faster train speed, 
the increasing length 
and weight of trains 
and the anticipation 
of the universal 
adoption of roller 
bearings which has 
come with more 
powerful motive 
power, have resulted 
in new demands for 
more effective and 
quicker acting, brak- 
ing equipment. 

The specific diffi- 
culty has been in 
braking long freight 
trains. They have 
not been easy to 
stop in the first 
place, while to slow down and then start 
up again without buckling and even 
derailing (with great danger to other 
trains on parallel tracks) has been ex- 
tremely difficult. The trouble was the 
result of the time it took for the brakes 
to go on throughout the whole train. 

In its annual report for 1932, the 
Westinghouse Air Brake Co. first re- 
ferred to a new brake on which it had 
long been working with a view to meet- 
ing these requirements. The claims 
made for the new brake have been 
thoroughly proven by extensive use by 
several railroads under all conditions. 
Recently the I. C. C. has ruled that 
all new freight cars must be equipped 
with it, but of more immediate impor- 
tance than this is the subsequent action 
of the American Railway Association 

(Please turn to page 416) 
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ITH this issue THE MAGAZINE 
OF WALL STREET'S Common 
Stock Price Index enters upon 
its tenth year. The Index is designed to 
record the more important price move- 
ments of industrial group averages and 
of the market as a whole. It does not 
reflect the minor, day-to-day, fluctua- 
tions; but only secondary and longer 
movements, trends which are of signifi- 
cance to long-pull investors and inter- 
mediate-term speculative-investors. It 
presents a broader and more compre- 
hensive view of 


The Magazine of Wall Street’s 


Common Stock Price Index 


Ninth Annual Revision 


reduced market activity resulting from 
the Stock Exchange Act and other in- 
fluences, only 4 issues not heretofore in 
the index, were sufficiently active last 
year to warrant inclusion; so that the 
1935 Index will be composed of only 
288 stocks, compared with 312 
throughout 1934. 

Periodic revisions in the number, 
character and grouping of issues in- 
cluded in the list are essential to keep- 
ing the Index abreast with evolutionary 
changes in business as mirrored in the 


stock market. During a protracted pe- 
riod of rising prosperity, such as was 
experienced with but slight interrup- 
tions between 1925 and 1930, many 
ephemeral enterprises spring into the 
speculative limelight, and their stocks, 
by sheer force of activity, have to be 
included in the Price Index if it is to 
remain representative of the market as 
a whole during the boom phase. Not 
a few of such companies, however, are 
high cost producers or supply non-es- 
sentials which go begging in times of 

major business 
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served that the number of stocks which 
go into the Index rises and falls with 
the total volume of transactions on the 
New York Stock Exchange; but with a 
one-year time lag, arising from the cir- 
cumstance that this Index is revised 
only once a year. 

It will be recalled that judgment 
plays no part in selecting the issues to 
be included in our Price Index. The 
choice is guided by a purely mechanical 
rule that common stocks in which 
transactions amounted to 500,000 
shares or more during the preceding 
calendar year are automatically added 
to the list, and dropped after the an- 
nual transactions fall below 100,000 
shares. An experience of nine years 
in computing the Index has amply con- 
firmed the wisdom of this procedure; 
for it has served throughout that pe- 
riod to keep the Index highly repre- 
sentative of the market as a whole, and 
has at all times caused it to cover at 
least 90% of the total volume of trans- 
actions in all listed common stocks. 


Computing the Index 


In response to many inquiries, we 
present herewith a complete list of is- 
sues included in the 1935 Price Index, 
together with the following brief ex- 
planation of how the Index is com- 
puted: 

Each group index, including the 
Combined Average, is derived sepa- 
rately, as follows: 

First determine the price index of 
each component issue by finding the 
percentage ratio of its closing price for 
the current week to its closing price 
for the preceding year. Then find the 
unweighted, arithmetic average of these 
individual indexes. This gives an aux- 
iliary index, called the “current year 
index”. Finally, multiply this current 
year index by the group’s closing index 
for the previous year, and divide by 
100. The result will be the group's 
“secular index”, as published. 

The Price Index is compensated, by 
customary methods, for all stock divi- 
dends, split-ups and rights which are 
valued at 10% or more of the stock’s 
current market price. 


Group Changes 


Last year the Combined Average 
was divided into 50 sub-groups, 43 of 
which were published regularly. The 
remaining seven, though computed 
weekly, were crowded out of our pub- 
lished tables owing to lack of space; 
but are included in the tabulation of 
yearly closings which accompanies the 
present article. This year, five of 
these groups have been discontinued; 

(Please turn to page 413) 
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Common Stock Price Index 


1935 Grouping of 288 Component Issues 
A. Groups Published Regularly 


5—AGRICULTURAL 
IMPLEMENTS 
Case 


Int. Harvester 
Minn-Mol Pr. Imp. 
iver Farm Equip. 


6—AMUSEMENTS 
Fox Film 
Loew’s 
Paramount-Pub. 
‘athe 
R. K. 0. 
Warner Bros, 


13—AUTOMOBILE 
ACCESSORIES 

Bendix 

Bohn 

Borg 

Briggs 

Budd Mfg. 

Budd Wheel 

Cont. Motors 

Faton Mfg. 

Flee. Auto-Lite 

Houd.. Hershey “B” 

Murray 

Stewart-Warner 

Timken-Detroit 


13—AUTOMOBILES 
uburn 
Chrysler 
General 
Graham-Paige 
udson 
Hup 
M ms 
Nash 
Packard 
Pierce-Arrow 


eo 
Studehaker 
Yellow Truck 


5—AVIATION 
Aviation Corp. 
Curtiss-Wright 
Douglas Aircraft 
No. Am. Aviation 
United Aircraft 


2—DAIRY PRODUCTS 23—PETROLEUM 
Borden Amerada 
Nat. Dairy Atlantic Ref. 
arnedall 
8—DEPARTMENT Cons. Oil 
ST Cont. Oil (Del.) 
Ass. Dry Goods Houston (new) 
Best Mid-Cont. 
City Stores Ohio 
Hahn Phillips 
Macy Pierce Pet. 
Marshall Field Plymouth 
May Pure 
Penney Seaboard Oil 
Shell Union 
7—DRUGS & TOILET Simms 
ARTICLES Socony 
Coty 8. 0., Calif. 
Gillette 8. 0., N. 
Lamhert Superior 
MeKesson Texas Corp. 
United Drug Tex. Pac. Coal & Oil 
Vadsco Tidewater-Assoc. 
Zonite Union Oil of Calif. 
3—ELECTRIC 3—PHONOGRAPHS & 
APPARATUS ._ RADIO 
Allis-Chalmers Elec. & Musical Ind. 
Gen. Electric Radio Corp, 
Westinghouse Mfg. Sparks-With. 
2—FINANCE — ga ES 
COMPANIES Am. Pr, & Lt. 
Commercial Credit Am. WW. 
Com. Invest. Trust Columbia G. & E. 


7—FOOD BRAND* 
Calif. Packing 
Corn Product. 
Gen. Foods 
Gold Dust 
Loft 
Nat. Biscuit 
Stand. Brands 


4—FOOD STORES 
First National 
Kroger 
Nat. Tea 
Safeway 


3—FURNITURE & 
FLOOR COVERING 











Commonwealth & So. 
Cons. Gas (N. Y.) 
Elec. Pr. & Lt. 

TInt. Hyd.-Elec, “A” 
Nat Pr. & Lt. 
North American 
Pacific G. & E. 
Pacific Lighting 
Pub. Serv., N. J. 

So. Calif. Edison 
Standard G. & E. 
Stone & Webster 
United Gas Imp. 
Util. Pr. & Lt. “A” 


8—RAILROAD 
EQUIPMENT 

Am. Car & Fndry. 
Am. Locomotive 
Am. Stl. Fndries. 
Baldwin 
Gen. Am. Trans. 
Gen. Ry. Signal 
Pullman 
Westinghouse A. B. 


25—RAILROADS 
Atchison 














3—BAKING 
Cont. Baking “B” Soa 
Gen. Baking Spiegel-May-Stern 
Purity 
2—BOTTLES & CORKS | 3—GOLD MINING 
rown Cork Alaska Juneau 
Owens-IIl. Glass Dome Mines 
«BUSINESS Mclntyre Porcupine 
MACHINES | 5—HOUSEHOLD 
erg " oa — 
at. Casn “A” olgate-Palm- Peet 
Rem-Rand Diamond Match 
Underwood Kelvinator 
2—CANS Hair & Gamble 
ea erve! 
Am Can 
Cont. Can 4—INVESTMENT 
8—CHEMICALS TRUSTS 
Allied Am. Internat. 
Am. Com. Ale. Lehman 
Com. Solvents Transamerica 
du Pont Tri-Continental 
Mathieson 
Union C. & C. aN Datiller 
U. 8. Indus. Alc. Palen 
ba Bg gr toe Schenley 
Am, Radiator” | 2—MAIL ORDER 
vers Montgomery Ward 
Some Sears, Roebuck 
“vans rods, 
Foner Weer | 3" MEAT PACKING 
Gen. Asphalt ae 
Int. Cement el 
‘ a ville ; 
tis Elevator 
ee ee 
Thompson-Starrett Am. Metals 
Timken Roll. Brng. Am. Smelt. & Ref. 
MB, - I - Cerro de Pasco 
Worthington wag tog 
“ae eg —— 
naconda ark Uta 
Cal. & Hecla Patino Mines 1 
Granby St. Josepn Lead 
Kennecott U.S. Smelting 
Phelps-Dodge Vanadium 


Atlantic Coast 
.& 0. 
Can. Pac. 

C. & O. 

Chic., Mil., St. P. & P. 
Chie. & N. W. 

ey Eh RS A 


Gt. Nor. Pfd. 
Ill. Central 
Latin Valley 


M., K. & T. 
N. Y. Central 


Pennsylvania 
Seaboard Air Line 
So. Pac. 

So. Ry. 

Lie 


Western Md. 





3—REALTY 
Gen. Realty 
N. Y. Investors 
U. S. Realty 


3—SHIPBUILDING 
Elec. Boat 
N. Y. Shipbuilding 
Sperry 


10—STEEL & IRON 
Am. Roll. Mill 


Otis Steel 
Republie 
Truscon 


. 8. Steel 
Youngstown S. & 1. 


5—SUGAR 
Am. Crvstal 
Am. Sugar Ref. 
Cuban-Amer. 
Great West. 
So. Porto Rico 


2—SULPHUR 


Freeport 
Texas Gulf 


3—TELEPHONE & 
TELEGRAPH 
Am. Tel. & Tel. 
Int. Tel. & Tel. 
Western Union 


8—TEXTILES 
Am. Woolen 
Belding-Hem. 
Celanese 
Collins & Aikman 
Cons. Textile 
otham 
Indus. Rayon 
Kayser 


6—TIRES & RUBBER 


Firestone 
Goodrich 
Goodyear 
Kelly-Springfield 
U. 8. Rubber 


u 


4—TOBACCO 
Am. Tobac. “B” 
Lig. & Myers “B” 
Lorillard 
Reynolds “B” 


3—TRACTION 
B. M. T. 


LB a 
Man. Mod. Gtd. 


3—VARIETY STORES 
Kresge (8. 8.) 
McLellan 
Woolworth 


B. Groups Not Published 


Regularly 
2—CARBON & Eastman Kodak 
NATURAL GAS Glidden 
Columbian Carbon Libbey-Owens 

——* Marine Midland 


1—UNCLASSIFIED 
Am. Ice 
Canada Dry 
Cont. Ins. 


Phila. & Rdg. C. & 1. 
Shattuck 

Tex. Pac. Land Tr. 
United Fruit 







































Employee -ownership Repercus- 
sions 


Permitting employees to buy small 
quantities of stock over a period of 
time and at advantageous levels has 
been a popular paternal gesture on the 
part of large corporations over the past 
few years—promotes thrift and loyalty 
they claim. But are they going to feel 
so gracious about their various plans 
when they find the employees bunching 
stock together and demanding repre- 
sentation on the Board of Directors? 
Perhaps: at any rate it is what the 
unionized telephone operators are do- 
ing today. These operators contend 
that they own 16% of the outstanding 
stock of the American Telephone & 
Telegraph Co., whereas the manage- 
ment owns but 2% and, therefore, that 
they ought to have a seat on the Board. 
Being affiliated with the American Fed- 
eration of Labor, they have hopes that 
such control of a 
seat would tend to 


For Profit 
and Income 


pared with $19,701,596 in 1933, a 
gain of about 75%, reflecting prin- 
cipally the marked increase in the sales 
of Camel Cigarettes. The latter are 
reported to have shown the largest 
gains of any of the leading brands. Net 
income, or the stockholders’ equity in 
profits, however, was only moderately 
higher in 1934, amounting to $21,536,- 
894 as against $21,153,721 in 1933. 
At the same time, it should be recalled 
that in 1933, the company’s earnings 
were bolstered by a non-recurring profit 
of about $5,000,000 obtained from 
the sale of class “B” shares held as an 
investment and a $4,000,000 advertis- 
ing reserve set up in 1932 was utilized 
for that purpose the following year. 
Applied to the 10,000,000 combined 
shares of class “B” and common stock, 
earnings last year were equal to $2.15 
a share, comparing with $2.11 a share 
in 1933. Although working capital, 
notably cash and U. S. Government 
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securities, was reduced by the mainten- 
ance of regular $3 dividends, not fully 
earned, current assets at the end of 
the year totalled $133,581,616, while 
current liabilities were less than 
$8,000,000. For the present, at least, 
this evidence of financial strength 
should allay any fears as to the safety 
of dividends, even in the face of sub- 
stantially higher raw material costs. 


* * * 


1. C. C. on Rail Expenditures 


The railroads as a whole are gener- 
ally conceded to be in pitiful financial 
plight—fault of a smaller volume of 
traffic, increased costs of materials, and 
higher taxes. The Interstate Commerce 
Commission, however, has just issued a 
report which makes one wonder 
whether the roads are doing everything 
possible to help themselves. The report 
showed that the Class 1 railroads of 
the country had spent 
nearly $85,000,000 in 








prevent the company [ 
using its funds and 
other property for the 


purpose of promoting Approx. i : 

compan uni t Company Date Probable action (on_the common) 
ap y unions—to American Tobacco.......... Jan. 30 Regular $1.25. 

which, of cour: se, they Archer-Daniels-Midland..... Jan. 31 More than regular 25 cents. 


object. Developments 
will be interesting to 


: Caterpillar Tractor.......... Jan. 23 More than usual 25 cents. 
isolated stockholders Colgate-Palmolive-Peet..... Jan. 23 Regular 12.5 cents. 
of this and other cor- Diamond Match............ Jan. 24 Regular 25 cents. 
porations similarl y Dow Chemical. ........:20 Jan. 22 At least 50 cents. 
situated Freeport Texas............. Jan. 24 Regular 50 cents. 
. Harbison-Walker........... Jan. 21 265 cents. 
* ¢ ¢ Ingersoll-Rand............. Jan. 30 650 cents. 
Int. Business Machines. .... Jan. 29 At least $1.50. 
eee ee Jan. 25 Regular $7.5 cents. 
R 4 J. R ey nol. d. s Liggett & Myers..........0¢ Jan. 23 Regular $1 and extra. 
Monsanto Chemical......... Jan. 22 Regular 25 cents and extra. 
To the R. J. Rey- Norfolk & Western......... Jan. 22 Regular $2 and $2 extra. 
nolds Tobacco (o.. Phillips Petroleum.......... Jan. 21 Usual 25 cents. 
goes the distinction of Pillsbury Flour............. Jan. 29 Regular 40 cents. 
: . Reynolds Metals........... Jan. 22 Regular 25 cents. 
1 
be ng the first major Sherwin-Williams.......... Jan. 22 More than regular 75 cents 
company to issue its Standard Oil of Cal......... Jan. 29 Regular 25 cents. 
complete report for Sterling Products........... Jan. 23 Regular 95 cents. 
1934. Last year, the BM. os cnc cesses Jan. 22 Regular 25 cents. 
’ : United Gas Improvement.... Jan. 23 Regular 30 cents. 
companys net oper Westvaco Chlorine.......... Jan. 25 Regular 10 cents and extra. 


ating income totalled 





Borden Co.... 
Bristol Myers 


Coming Dividend Meetings 


Sehisseaebeen Jan. 29 Regular 40 cents. 
Jan. 23 Regular 50 cents and usual 10 cents extra. 


the four years 1930- 
1933 for services over 
and above those ac- 
tually necessary for 
the construction and 
maintenance of their 
own lines. It was 
pointed out that the 
New York Central 
had expended $687, 
000 for “services as 
foreign agents” 
whereas the Pennsyl- 
vania’s expenditure 
for similar services 
was only about $70,- 
000 and the Erie’s 
$46,000. It would 
seem now that it were 
up to the roads mak- 
ing larger than nor- 
mal disbursements to 
justify them to their 
stockholders. 
(Please turn to 
page 415) 














$27,165,987 as com: 
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Taking the Pulse of Business 





— Business Activity Advances 


— Strike Threats Menace Steel 
— Motor Prospect Brighter 

— Electric Appliances Gain 

— Raw Material Prices Rise 


ITH each convening 
W of Congress under 

the New Deal, 
events of absorbing interest 
to business men and investors 
begin to happen with discon- 
certing rapidity, and the fort- 
night which has elapsed since 
our last issue was unusually replete with history-making 
developments, both at home and abroad. In Europe, vot- 
ing was begun in the Saar plebiscite, the outcome of which 
will doubtless be known before this article is off the press. 
And then, close upon the heels of an announcement that 
steel production in Germany, spurred by heavy manufac- 
tures of armament, had jumped 104% since the advent of 
Hitler, came the news that France has ceded to Italy 
44,500 square miles of territory in Africa, and so ended 
amicably all outstanding disputes between those two na- 
tions. It is hoped that the former European allies can now 
agree with England upon concessions which will bring 
Germany back into the League of Nations and thereby 
dispel the war dread which has stifled foreign trade. 

At home, President Roosevelt’s address before the Sev- 
enty-fourth Congress, while dampening to the hopes of 
the radicals, was on the whole reassuring to orthodox busi- 
ness leaders as indicating that the Administration is now 
desirous of tapering off its pump-priming expenditures as 
fast as private industry can take up the slack in employ- 
ment. That the Government henceforth will refrain from 
paying wages on its made work so high as to compete with 
private employers is a decision that has been exceptionally 
well received in quarters where a sincere effort is being 


made to co-operate with the 
White House. The estimated 
budget of something over 
eight billions for the 1935-6 
fiscal year about meets with 
earlier expectations and, fall- 
ing a few hundred millions 
short of the current year’s 
expenditures, can probably be financed, as the President 
states, without undue strain upon the Government's credit. 
It must be admitted, however, that the great threat of 
ultimate inflation lies in the ominous circumstance that 
almost no progress is being made toward balancing the 
budget. Neither is there any certainty, in view of demands 
for payment of the soldiers’ bonus and other pending 
raids upon the Treasury, that next year’s expenditures can 
be kept within the President's estimates. 

Meanwhile our Business Activity index continues to 
mount rapidly, having now advanced to above 72% of 
the 1923-5 average, a gain of more than 13% since 
November. The showing made by industries entering into 
the calculations of this index has, however, been by no 
means uniform over the holiday season. Spurred chiefly 
by an insistent consumer demand, though partly by appre- 
hension of further labor trouble, there has been an excep- 
tionally vigorous upturn in steel and automobile production; 
though this has been partially offset by more than seasonally 
large declines in car loadings, coal and electric power, 
perhaps occasioned by the incidence of warmer weather. 
The National Retail Dry Goods Association estimates that 
retail sales last year, exclusive of mail order houses, ex- 
ceeded those of 1933 by 14.7% in dollar totals and by 10% 
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in unit volume, the first upturn for any year since 1929. 
Trade union employment in December was up about 3% 
from the previous year. 

Led by raw sugar, the Raw Material Price index ad- 
vanced sharply during the past fortnight. Further strength 
in the bond market has been well distributed, possibly in 
response to the President’s hint that railroad competition 
may be lessened by establishment of some sort of control 
over transportation by water and by truck. Governments 
have been unusually active; but have made little progress 
in either direction. The Common Stock index has main- 
tained a generally firm tone in response to the rising tide 
of industrial activity; though a moderate amount of profit 
taking cropped out in certain sections of the list. 


The Trend of Major Industries 


STEEL—Threats of labor trouble within the automobile 
and steel industries next month, conjoined with rapidly 
rising sales of agricultural implements, motor cars and 
other products requiring the metal have boosted the steel 
ingot rate to beyond 45% of capacity, compared with a 
rate of only 25% a year ago at this time. Viewing last 
year as a whole, it appears that activity improved at a 
considerably slackened pace as compared with the pre- 
vious year’s phenomenal pick-up. Actual ingot output for 
the year just closed amounted to approximately 26,000,000 
tons, or 37% of capacity. This represented an increase 
of about 12% over 1933, whereas 1933 reported a 70% gain 
ever the depression’s worst year, 1932. Of the total ton- 
nage for 1934, automobiles took 21%, compared with 
19% in 1933; construction took 13.5%, against 11.5%; 
the railroads took 10.5%, compared with the record low 
of 9% in 1933; and containers took only 10%, compared 
with 13.5%. 


METALS—Open market purchases of silver abroad by 
the Government in 1934 amounted to 185,000,000 ounces, 
all but 15,000,000 of which may be said to have been 
supplied by China, who is normally an importer of the 
metal on balance. Based on our gold stocks at the year- 
end, the Treasury has still 1,120,000,000 ounces to buy in 
order to attain the 1 to 3 ratio between silver and gold. 
Total acquisitions last 








ceiving congratulations for having virtually stopped ship- 
ments of “hot oil” from Texas, comes a knockout blow 
from the Supreme Court in the form of a decision declaring 
the oil clause of N R A unconstitutional. Administrator 
Ickes plans to rush new and better regulations through 
Congress. Opinion within the industry is somewhat di- 
vided. Some applaud the decision and say that the states 
can handle the situation better without Federal meddling, 
Of course, this is quite evident from the success of previous 
efforts at self control and regulation by local politicians, 
Meanwhile, the stock market watches this game of hide 
and seek with indifferent interest. 


UTILITIES—The Consolidated Gas Co. of New York 
has bowed to the political spirit of the times and submitted 
a plan to consolidate its electric subsidiaries, write down 
the book value of assets upon which its charges have been 
based, and reduce its rates by way of preparation for apply- 
ing a modified form of the Washington plan to New York 
City and its environs. The common stock has received 
mild encouragement from this announcement, on the theory 
that lower rates may bring greater consumption and tend 
to check the decline in earnings. A further ray of hope 
for the industry may be seen in a recently published opin- 
ion of the Federal Power Commission that a resumption of 
normal industrial activity may disclose a critical shortage 
of power in certain districts. 


ELECTRIC APPARATUS—Westinghouse Manufac- 
turing Co. reports that its sales of electric appliances last 
year were 73% larger than in 1933, and the greatest on 
record. The company anticipates that 1935 will be a big 
year in electric refrigerators. It is believed that the Govern- 
ment’s activities in the utility field will not only bring an 
increased demand for heavy equipment, but also create a 
broader market for appliances in consequence of the trend 
toward lower rates. 


Conclusion 


Events during the past fortnight, both at home and 
abroad, have been distinctly favorable to further improve- 
ment in business activity. Recent political developments 
point to a resumption 








year by the Treasury 
are estimated at about 
317,000,000 ounces; 
including 111,000,000 
requisitioned, and 21,- ' 
000,000 ounces of new- 
ly mined domestic sil- 
ver. The price up to : 
prsent writing has re- 
covered to 55 cents. 
Other non-ferrous 
metal prices have 
changed little during 
the past fortnight. 
Only 19,500 tons of 
copper were sold here 
in December. At this 6 
rate it would take three 
years to work off 
domestic stocks of 
750,000 tons with all 
U. S. mines shut down. 
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Fortnight Ended January 5, 1935 


before long of freer 
international trade 
through a lessening 
of the war fears in 
Europe. At home, the 
physical volume of pro- 
duction, _ distribution 

130 and trade has expanded 
: by 13% since the end 
of November and, 
with prospects that 
Government _ expendi- 
tures will continue on 
ie na 2 a heavy scale for yet 
; another fiscal year, still 
further gains seem 
_ probable as the year 
‘ wears on. About the 
only cloud visible on 
the business horizon 
just now is the possi 


bility of labor trouble 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 
Special rates upon request for those requiring additional service. 








ATLAS POWDER CoO. 


Please explain the recent weakness in 
Atlas Powder. Is this due to investigation 
into “war profits’? I feel this might be 
a good time to buy 100 shares of this stock 
for investment—but I will be guided by 
your advice—V. N. D., Indianapolis, Ind. 


Since the Atlas Powder Co. does not 
manufacture military explosives, the 
recent market action of its common 
stock can hardly be attributed to the 
Federal investigation of munitions 
manufacturers. Rather, general market 
influences, mounting costs and a slight 
decline in sales during the September 
quarter of last year are probably re- 
sponsible. Thus, net profit of the com- 
pany for the quarter ended September 
30, last, amounted to $248,509, against 
$322,472 in the preceding quarter and 
$307,782 in the September quarter of 
1933. Because of the fact that there 
are 98,609 shares of $6 preferred stock 
preceding the 261,438 shares of com- 
mon, the earnings decline on the latter 
was accentuated; per share earnings on 
the common stock in the September 
quarter of last year amounted to 49 
cents, compared with 78 cents in the 
preceding quarter and 74 cents in the 
September quarter of the previous 
year. With a great portion of ex- 
plosives manufactured sold to the coal 
mining industry, increased sales were 
undoubtedly enjoyed in the final quar- 
ter. It seems probable, therefore, that 
full year 1934 earnings closely approxi- 
mated $3 per share on the common 
stock, which would compare with actu- 


al earnings of only 74 cents a share 
in 1933. The balance sheet dated 
September 30, 1934, showed current 
assets of $10,255,957, including cash 
and equivalent alone of $5,142,390, 
and current liabilities of only $599,- 
563. Thus, an upward revision in the 
present $2 annual dividend on the 
common stock is a possibility which 
should not be overlooked. While ex- 
plosives still constitute the major por- 
tion of its business, Atlas Powder 
should benefit from the indicated im- 
provement in the automotive indus- 
try, since it produces lacquers, leather 
cloth and miscellaneous coated fabrics. 
Its explosive business is expected to 
expand in line with increased mining 
activities and construction. Consid- 
ering the well-secured dividend and 
the factors favoring increased earnings, 
a commitment in the shares should 
prove profitable. 





COMMERCIAL SOLVENTS CORP. 


In view of its financial position, capital 
set-up, and earnings it seems to me that 
Commercial Solvents should sell higher. 
There may be adverse factors I have not 
considered. I will appreciate hearing from 
you—M. S. T., Bridgeport, Conn. 


As you may know, Commercial Sol- 
vents Corp. is primarily a manufactur- 
er of industrial solvents derived from 
the distillation of corn by the Weiz- 
mann process. Products from this 
source include butyl alcohol, acetone 
and some ethyl alcohol. By-product 


gases yield synthetic wood alcohol and 
carbon dioxide. The uses of these 
products are numerous. Butyl alcohol 
is employed in the manufacture of 
lacquers, the principal consuming out- 
lets for which are the automobile and 
furniture industries. Acetone is em 
ployed in many chemical processes, 
but principally by the artificial silk and 
photographic industries. | Synthetic 
wood alcohol also has many practical 
uses among which are the manufacture 
of synthetic resins and plastics, while 
carbon dioxide gas, when compressed, 
forms the now widely employed dry 
ice. After processing the corn, there 
remains crude corn oil and cattle feed 
for which there is a ready market. In 
addition to the distillation of corn, the 
company, through subsidiaries, pro 
duces alcohol from molasses and grain. 
That produced from the fermentation 
and distillation of molasses is widely 
used as an automobile anti-freeze, while 
grain alcohol is now being taken in 
large quantities by the rectifiers of 
whiskies and other alcoholic beverages. 
Until recently the company owned a 
30% stock interest in Krebs Pigment 
& Color Corp., but this has just been 
sold to E. I. du Pont de Nemours & 
Co., which already held 70% of the 
stock. The consideration for the sale 
is understood to have been $7,420,000. 
With indicated current earnings well 
in excess of dividend requirements an 
with the company’s diversity of con 
suming outlets apparently assuring it 


of benefiting from further improve f 


(Please turn to page 409) 
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Dividends & Interest 








GENERAL 
MILLS, 'nc. 


26th Consecutive 
Common Stock Dividend 


December 31, 1934 


Directors of General Mills, Inc., announce the 
declaration of the regular quarterly dividend 
of seventy-five cents, which is the 26th con- 
secutive dividend, per share upon the common 
stock of the company payable February 1, 
1935, to all common stockholders of record 
at the close of business January 15, 1935. 
Checks will be mailed. Transfer books will 
not be closed. 
(Signed) KARL E. HUMPHREY, 
Treasurer. 








WHY NOT 














BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


Dividend Notice 





EGULAR quarterly 
dividends have been de- 
clared by the board of direc- 
tors, as follows: 
Preferred Stock Series A 87¥c 
per share 
Common Stock 3734c per share 
Both dividends are payable 
January 30, 1935 to stock- 
holders of record at close of 
business January 15, 1935. 


E. A. Baney, 
Treasurer. 




















Allegheny Steel Company 
Brackenridge, Pa. 


Allegheny Steel Company has declared 
regular quarterly dividend of 134% on 
their 7% preferred stock payable March 
lst to stockholders of record February 
15th. A dividend of 25c per share on 
the common stock was also declared 
payable March 15th to stockholders of 
record as of March Ist. 


F. H. STEPHENS, Secretary-Treasurer 
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What 12 Stocks 
Do Experts Favor? 


P gpeme the past four weeks the stock 
recommendations of leading financial 
authorities have centered about 12 issues. 
The names of these favored stocks, the 
prices at which they are recommended, and 
the number of services which have advised 
their purchase are given in the current 
UNITED OPINION Bulletin. 


Experience has shown that stocks recom- 
mended by three or more financial experts 
almost invariably show better than average 
appreciation. 

introduce to you the UNITED OPIN- 

ION method of stock forecasting—so suc- 

cessful during the past 14 years—we shall be 

glad to send you without obligation this list 

of 12 outstanding stocks—a list available 
through no other source. 

Send for Bulletin W. S. 11 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. = re Boston, Mass. 








BONDS 
COMMODITIES 


STOCKS - 


Folder explaining margin requirements, commission 
charges and trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


| J. A. Acosta & Co. 


Continuing the business heretofore 
conducted under the name of 


SPRINGS & CO. 


| Members New York Stock Exchange and 


other leading exchanges. 


i} 60 Beaver St. New York 








POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy free 
on request. Ask for booklet MG 6 
Accounts carried on conservative margin. 


(HisHoLM & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 











~ Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request. 


John Muir&©. 


Established 1898 
Members New York ora Exchange 
39 Broadway New | York — 











YACHTING CRUISES 
ONLY $6 A DAY 


Trans-Atlantic — CARIBBEAN 

sailing every other Fri- 

day. Excellent cuisine, WEST INDIES 

deck sports, swimming SOUTH 

pool, sun bathing, sight- AMERICAN 

seeing tours. Get free - D 

booklet from your travel Cruises—25 Days 

agent or 15 Ports—$150 up 
AMERICAN CARIBBEAN LINE 

Moore & McCormack Co., Inc., Gen. Pass. Agts. 

5 Broadway, N.¥.C. Bourse Bldg., Philadelphia 
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Complete Investment 


and 


Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on request. 





McCLAVE & CoO. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Associate) 
67 Exchange Place,, New York 
Telephones HAnover 2-6220 

















GRAIN TRADERS 


Our bulletin of January 14 gives an 
analysis of the probable U. S. and 
world wheat supply and demand be- 
tween now and August. 

From this analysis we forecast a major 
decline in all grains to occur sometime 
in the next six weeks to be followed by 
& major advance before another crop 
is grown. 

Our bulletin of January 7 gave the Re- 
lative Price of Corn and a Forecast of 
U. S. Grain Imports for the next six 
months. 

We have just published a complete line 
of grain charts. 

On receipt of $1.00 we will send our 
bulletins of January 7, 14 and 21. The 
bulletin of January 21 gives a list of 
our trades for the past two years and 
includes the most valuable trading rule 
we have ever published. 


AINSWORTH’S FINANCIAL SERVICE 
Box 619, Mason City, Illinois 
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Write for this 
report—gratis 
Babson’‘s 
Reports 


and the famous 





BABSONCHART 
em Div. 26-77, Babson Park, Mass- 











To the President of a 
Dividend-Paying Corporation:— 


Why should you publish your di- 
vidend notices in The Magazine of 


Wall Street? 


You will reach the greatest number of 
potential stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 


their holdings. 


By keeping them informed of your di- 


vidend action, you create the maximum 
amount of good will for your company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 














New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 



























1932 1933 1934 
M High Low High Low High Low — 
Mathieson Alkali.................. 20% 9 4655 14 4034 2314 
TS rr ree 20 9% 33 93 45% 30 
Bicimtyre, Pore BM... ccc scccccses rr] 18 48 18 50 304 
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Nash Motor Co.. 8 27 11 82 125% 
National Biscuit .. ieee 2c 60 81 49 25% 
National Cash Register ‘A 6 23 ‘5 2354 12 
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Warner Brothers Pictures........... 4% 464 1 8 2% 
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“Doing Something for 
Silver” 
(Continued from page 375) 








an 


satisfactory increase. But that is ex- 
plained by the Chinese as due to the 
pressure of normally increasing demand. 

Reports from Chinese sources in- 
dicate that popular indignation in 
China is growing against America 
because of the American silver policy 
—the policy held up in this country 
as one that would be welcomed by 
and helpful to the Chinese. 

All the evidence now is that our 
silver policy is most unwelcome in 
China and decidedly hurtful to Chinese 
economy. 

Up to date the policy of purchasing 
silver has worked no visible good in 
the United States except to silver 
miners and communities. 

The question naturally arises—What 
good can be expected of it in the fu- 
ture, except such good as may come 
perilously out of inflation by the silver 
route? 








Answers to Inquiries 
(Continued from page 404) 








ment in the economic situation, its com- 
mon stock, representing sole capitaliza- 
tion, is believed to possess definite 
speculative appeal from the longer term 
standpoint and well worthy of reten- 
tion in your portfolio. 


AMERICAN CAN CO. 


What is your opinion of American Can? 
Do you feel ‘that its common stock offers 
any great profit possibilities in 1935? Are 
you recommending the retention of this 
stock for further appreciation?—B. U., St. 
Louis, Mo. 


After having reached a peak of 
$22,883,941 for 1930, net income of 
the American Can Co. declined steadi- 
ly through 1932, having amounted to 
only $10,957,295 for that year. Re- 
flecting sales increases in the following 
year and the many operating econo- 
mies effected by the management, how- 
ever, net income for 1933 rose to 
$15,357,048. Reduced to a per share 
basis on the common stock, this 
amounted to $5.04, as compared with 
the all-time depression low of $3.26 
for 1932. In addition to the $4 an- 
nual dividend established on the com- 
mon stock at the beginning of 1930 
and maintained uninterrupted since 


JANUARY 19, 1935 
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serves 1,662 cities and towns of twenty states .. . combined 
population 6,000,000...total customers 1,569,296...installed 
generating capacity 1,586,694 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiarv 

















that time, extras of $1 per share were 
declared in 1930 and 1931. The extra 
payment was omitted in the following 
two years, but was resumed at the last 
dividend meeting. In 1933 inventories 
were greatly expanded and this places 
the company in an excellent position 
in view of the subsequent rise in raw 
material costs. In addition to its food 
container business, American Can has 
made rapid strides in the development 
of industrial uses for metal containers. 
It is probably in the latter division 
where the greatest possibilities of earn- 
ings expansion are to be found, al- 
though demand for food containers is 
expected to show gradual expansion, 
since stocks of canned goods on hand 
are apparently low. The company’s 
excellent financial condition and im- 
pressive earnings record throughout the 
depression are factors which will likely 
continue to attract investors to its com- 
mon stock. Moreover, the numerous 
operating economies instituted during 
recent years will doubtless permit 
greater earnings on less volume than 
previously would have been possible. 
Given further improvement in the gen- 
eral business situation, therefore, earn’ 
ings of the company should support 
higher share prices and retention of 
your holdings is believed the best 
course to follow. 


JOHNS-MANVILLE CORP. 


I now have 11 points profit in Johns- 
Manville. I am undecided whether I ought 
to get out now or whether I should take 
up this stock for longer term holding. 
Please advise —E. K. T., Syracuse, N. Y. 


To a great extent the earnings of 
Johns-Manville Corp. depend on the 
building trade, although its numerous 
asbestos products are also used by virtu- 
ally every industry of importance. Ap- 
proximately 1,500 products are manu- 
factured, including fireproofing ma- 
terials, shingles, roofings, brake-linings, 
electrical and heating insulators, etc. 
Through subsidiary sales organizations, 
the products of the company are sold 
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COLUMBIA 
GAS & ELECTRIC 


CORPORATION 
January 3, 1935 
THE Board of Directors has declared this 
day the following quarterly dividends: 
Cumulative 6% Preferred Stock, Series A 
No. 33, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 23, $1.25 per share 
Convertible 5% Cumulative 
Preference Stock 
No. 12, $1.25 per share 
payable on February 15, 1935, to holders of 
record at close of business January 19, 1935. 
Epwarp REYNOLDS, JrR., 
Executive Vice-President & Secretary 
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BRIGGS 


PLAN UFACTU RING 
- COMPANY . 
Dividend on Common Stock 
Directors of Briggs Manufacturing 


quarterly dividend of fifty cents($.50) 
per share on the outstanding stock 
of the company, payable January 
29, 1935, to stockholders of record at 
thecloseof business January 17,1935. 
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“THEATRES EVERY WHERE” 
January 4th, 1935. 


HE Board of Directors has declared a 

quarterly dividend of $1.6214 per share 
on the outstanding $6.50 Cumulative Pre- 
ferred Stock of this Company, payable on 
the 15th day of February 1935 to stock. 
holders of record at the close of business on 
the 31st dav of January 1935. Checks will 


be mailed. 
DAVID BERNSTEIN 


LOEW’S INCORPORATED 


Vice-President & Treasurer 











close of business January 
will not close. 


CONTINENTALCANCOMPANY Inc. 


A regular quarterly dividend 


on the common stock of thi 


€ 


stockholders of record 


25, 1935. Book 


J. B. JEFFRESS, JR., Treasurer. 


of sixty cents (60¢) per share 


Ss 


Company has been declared 
payable February 15, 1935. he 
at the 
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internationally. While the Federal 


When doing business with our adver- 
tisers, kindly mention The Magazine of 
Wall Street. 
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Housing Program undoubtedly acted to 
some extent as a stimulus to the sales 
of the company in the latter part of 
1934, its full effects are not expected to 
be felt until some time this year. Earn- 
ings should also reflect the outcome of 
the Government’s efforts to rehabilitate 
the capital goods industries. Although a 
loss was reported for the initial quar- 
ter of 1934, net profit for the nine 
months ended September 30, last, was 
$586,554, equivalent, after preferred 
dividends, to 26 cents a common share, 
compared with a net loss of $417,140 
for the like 1933 interval. It is un- 
officially estimated that earnings for 
the full year approached 40 cents a 
share on the common. Efficiency of 
plants and personnel has apparently 
been greatly increased during the lean 
years of the depression if we are to 
judge by the fact that after a heavy 
loss in 1932, a nominal profit was 
shown in the following year with but a 
4% increase in sales. There are only 
75,000 shares of preferred stock rank- 
ing ahead of the 750,000 shares of 
common and financial condition is ex- 
cellent. This places the common in a 
position to immediately benefit from 
the earnings improvement indicated 
for the current year. It is our opinion, 
therefore, that retention of your hold- 
ings is the best course to follow at this 
time. 


ENDICOTT JOHNSON CORP. 

I have 100 shares of Endicott Johnson 
in which I now have nearly 6 points loss. 
I will, therefore, be grateful for your ad- 
vice on this stock, and on its appreciation 
and income prospects—C. A. J., San Fran- 
cisco, Calif. 


Endicott Johnson Corp., the second 
largest manufacturer of men’s, women’s 
and children’s footwear in the United 
States, is a thoroughly integrated or- 
ganization, tanning its own leather and 
retailing its products directly through 
its own chain of stores, as well as 
through approximately 50,000 inde- 
pendent units. The stable demand for 
its product has been a steadying influ- 
ence on sales, but as a tanner of its 
own leather, the company has had to 
cope with inventory problems which 
at times have shown material affect on 
earnings. Due to the drought last sum- 
mer, millions of cattle were slaughtered 
and hide prices were, as a consequence, 
severely depressed. This could not be 
regarded as other than an unfavorable 
development for a company such as 
Endicott Johnson, the inventories of 
which were carried at more than $16,- 
000,000 in the latest balance sheet. 
Well sustained shoe sales, however, 
should tend to rapidly deplete excess 
leather stocks and lead to a firmer price 
structure this year. Profit margins are 


currently being restricted by higher 
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operating costs, due largely to increased 
wages, without offsetting price ad- 
vances for finished products. Never- 
theless, adjustments should be possible 
which will permit the subject organ- 
ization to show good earnings with the 
further improvement in shoe sales and 
rising hide prices anticipated during the 
current year. With an excellent finan- 
cial condition and conservative capi- 
talization, continuance of the $3 an- 
nual dividend on the common stock is 
indicated. If you are interested in 
current income and longer term appre- 
ciation, we can see no need to disturb 
your position in the shares at prevail- 
ing quotations, 


BOHN ALUMINUM & BRASS 
CORP. 


Do you still recommend the purchase of 
Bohn Aluminum for investment or do you 
think the selling price fully reflects earn- 
ings possibilities? Please describe the 
probable outlook—R. A. W., Chicago, III. 


Bohn Aluminum © Brass Corp. is 
one of the world’s leading manufactur- 
ers of aluminum castings. Approxi- 
mately 40% of its products are used 
by the automotive industry, while the 
remaining 60% represents a diversi- 
fied variety of items, including castings 
for vacuum cleaners, radios, refrigera- 
tors, washing machines, aircraft, furni- 
ture, etc. The use of aluminum has 
been limited to some extent in the past 
by the existence of a monopoly on the 
patent for its extraction from bauxite 
ore, as well as by virtual control of 
deposits of the ore by one company. 
After five years of research, however, 
Bohn Aluminum recently announced 
that it had found a method of produc- 
ing aluminum for commercial purposes 
from alunite. Should the trial plant 
of the company prove successful, the 
monopoly will be broken and an almost 
unlimited field opened for its products. 
The company reported for the 9 
months ended September 30, net earn- 
ings of $1,263,456, equal to $3.58 a 
share, as compared with $1,159,229 
or $3.29 a share in the like interval 
of 1933. It is expected that full year 
earnings for 1934 closely approximated 
the $4.24 per share shown for 1933. 
As of December 31, 1933 (latest avail- 
able balance sheet), current assets 
amounted to $5,702,707 and current 
liabilities were $702,131. The com- 
pany has no preferred stock and only 
$500,000 debentures come ahead of the 
352,418 shares of common. Consider- 








For Features to Appear 
in the Next Issue 
See page 359 











ing the company’s excellent earnings 
record and favorable prospects, we fee] 
you would be fully warranted in pur. 
chasing its stock at present prices. 





CANADIAN INDUSTRIAL ALCO. 
HOL Co., LTD. 


As a new subscriber I will appreciate 
your comments on Canadian Industrial 
Alcohol. What do you think of its future? 
Would you hold 200 shares averaging 9% 
as a good speculation?—G. McG., Houston, 
Texas. 


In view of the sizable earnings en- 
joyed by the majority of concerns en- 
gaged in the liquor business, the $558, 
529 loss reported by Canadian Indus 
trial Alcohol Co., Ltd., for the fiscal 
year ended September 30, 1934, was 
most disappointing. The principal 
cause of this unfavorable showing was 
a decided contraction in shipments to 
the United States market during the 
final half of the company’s fiscal year. 
There is a distinct possibility that the 
United States tariff on liquor will be 
lowered and domestic distributors are 
naturally reluctant to stock up at this 
time. Nevertheless, as the supply of 
aged whiskies held in the United States 
is fast approaching the vanishing point, 
it will soon be necessary to import 
larger quantities since these are em 
ployed as a base in practically all of the 
better blended products now so popu- 
lar. Canadian Industrial Alcohol has 
on hand approximately 7,000,000 im- 
perial gallons of aged American type 
whisky which, if sold, would enable it 
to pay off all important liabilities. 
These consist of $1,200,000 bank loans 
and $4,000,000 McNish debentures, 
guaranteed by the company. Based on 
a price of only $4 a gallon, the liquida- 
tion of inventories would net the com- 
pany an amount considerably in ex: 
cess of the figure at which they are 
now carried in the balance sheet or 
$6,773,287. It is chiefly because of this 
and the probability that the movement 
of aged whiskies to the United States 
will be accelerated during the current 
year by diminishing domestic supplies 
that we suggest continued retention of 
your holdings. 


AIR REDUCTION CoO., INC. 


What do you think of the 1935 prospects 
for Air Reduction? Do you believe current 
prices amply discount further improve- 
ment? Do you believe its appreciation pos- 
sibilities make up for the low yield?—L. P. 
S., New York, N. Y. 


Activities of Air Reduction Co., 
Inc., are confined principally to the 
production of oxy-acetylene gases and 
equipment employed in the welding 
and cutting of metals. The heavy in- 
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dustries, such as steel, automobile and 
railroad, normally constitute its chief 
consuming outlets. The severely de- 
ressed levels to which these businesses 
fell during the worst of the depression, 
however, did not affect Air Reduction’s 
earnings to as great an extent as would 
sem probable, because of the fact 
that the company has long been active 
in the development of new uses for its 
products; practically all manufacturing 
organizations of any size now employ 
welding and cutting apparatus in con- 
nection with factory maintenance and 
repairs. | Moreover, during recent 
years, Air Reduction has become a 
factor in the production of “dry-ice” 
and holds a substantial interest in U. S. 
Industrial Alcohol Co. In the last 
analysis, however, probable earnings of 
the company must be appraised on the 
basis of sales of welding and cutting 
materials. For the initial 9 months of 
1934, the company reported a net profit 
of $3,077,199, equal to $3.70 a share 
on the capital stock, compared with 
$2,137,324 or $2.54 a share in the cor- 
responding interval of 1933. Full year 
1934 earnings have not as yet been re- 
ported, but it seems probable that these 
approximated $5 per share, which 
would compare with actual earnings of 
$3.80 a share for the previous year. 
With the steel and related industries 
expected to register material recovery 
during the current year, Air Reduc- 
tion’s prospects are decidedly favorable. 
While present market prices for the 
stock seem high in relation to recent 
earnings, the company’s favorable 
record and prospects will undoubtedly 
continue to attract investors desirous 
of reasonable safety and appreciation 
with further business recovery. 


AMERICAN SMELTING & 
REFINING CoO. 
In your opinion, docs American Smelt- 
ing & Refining now adequately discount 
trobable earning power? Would you con- 


tinue to hold 100 shares bought last year 
at 46?—O. F. H., Philadelphia, Pa. 


American Smelting & Refining Co. 
is the largest smelter and refiner of 
metals in the world. Metals processed 
include copper, zinc, lead, gold, and 
silver. To a lesser degree it is also en- 
gaged in mining these metals. Ore 
treated is, for the most part, purchased 
from outside interests or is handled on 
a toll basis. Trade conditions led to 
the building up of inventories consid- 
erably in excess of normal during the 
depression, declining quotations for 
which were largely responsible for the 
unfavorable earnings shown in 1931 
and 1932. Metal prices in the follow- 
ing year registered marked improve- 
ment, however, and enabled the com- 
pany to report $6,010,384 profit for 


JANUARY 19, 1935 











Guaranty Trust Company 
of New York 


MAIN OFFICE 
140 Broadway 


FIFTH AVE, OFFICE 
Fifth Ave. at 44th St. 
BRUSSELS 


LONDON PARIS 


LIVERPOOL 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


HAVRE ANTWERP 





Condensed Statement, December 31, 1934 





RESOURCES 


Cash on Hand, in Federal Reserve Bank, 


and due from Banks and Bankers . . 
Bullion Abroad and in Transit. . 


U. S. Government Securities 


$ 333,576,268.85 
16,142,332.00 
464,507 ,036.13 


Notes of Reconstruction Finance Corpora- 


tion . . J e . . e J 
Public Securitie oes 


Stock of the Federal Desseve Bank Sete ae 


Other Securities . ... . 
Loans and Bills Purchased . 


Items in Transit with Foreign Branches . 
Credits Granted on Acceptances . .. . 


Bank Buildings . ... . 
Other Real Estate ... . 
Real Estate Bonds and Mortg 


CoC a ore 
Accrued Interest and Accounts Rec2ivable 


20,000,000.00 
62,546,154.24 
7,800,000.00 
25,706,932.66 
579,712,917.75 
1,254,803.55 
34,458,356.16 
13,821,691.39 
205,418.44 
2,579,302.88 
14,779,523.79 


$1,577,090,737.84 


» . * ° 








LIABILITIES 


Pa oe ae ee 
SurplusFund ... . 
Undivided Profits . . . 


$90,000,000.00 
170,000,000.00 


7,294,719.63 $ 267,294,719.63 





Dividend Payable January 2,1935 ... 


4,500,000.00 


Accrued Interest, Miscellaneous Accounts 


rayable, Reserve for Taxes, etc. .. . 
$94,908,218.55 


Acceptances . ... . 
Less: Own Acceptances 
Held for Investment . 


60,449,862.39 


10,267,570.90 


34,458,356.16 





Liability as Endorser on Acceptances and 


koreign Bills .. . 
Demeeite . « + 2 
Outstanding Checks. . 


.  . $1,237,089,328.60 
22.975,116.55 


505,646.00 
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1,260,064,445.15 
$1,577,090,737.84 
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that year as against the $4,506,175 loss 
sustained in 1932. Further improve- 
ment was recorded in the initial 6 
months of 1934 when net income was 
more than double that of the preceding 
comparable period and equalled $1.07 
a share on the common stock. Higher 
gold and silver prices have unquestion- 
ably been of material aid to the com- 
pany, but reattainment of former earn- 
ing power must await increased em- 
ployment of lead, zinc and copper. 
This may be expected as the building 
trades and industry generally become 
more active. In the meantime, the in- 
dicated absence of further heavy in- 
ventory losses, coupled with a strong fi- 
nancial position, should make possible 
the liquidation of dividend arrearages 
on the second preferred and leave the 
way open for dividends on the common; 
all arrears on the 7% preferred were 
cleared on December 1, last. On the 
basis of profits now being derived from 
silver and gold and eventual higher 
prices and increased demand for the 
other non-ferrous metals, we see no 
need to disturb your position .in the 
common stock at prevailing quotations. 





LAMBERT CoO. 


In view of the excellent yield obtainable 
on Lambert, I am considering a commit- 
ment in these shares. Do you feel that the 
present $3 annual dividend will be main- 
tained and does the earnings outlook justify 
the expectation of appreciation upon further 
general business recovery?—R. M. H., Los 
Angeles, Calif. 


In an effort to obtain the recognized 
advantages of diversification, Lambert 
Co., during the past several years, has 
developed and marketed a line of such 
products as shaving cream, tooth paste, 
throat tablets and medicated cigarettes. 
In addition, the company acquired in 
1930 the Pro-phy-lacttic Brush Co., 
which manufactures and _ distributes 
various types of brushes. In point of 
sales and revenues, however, “Lister- 
ine” still is the dominant product and 
while the latter enjoys wide public 
favor, competition has become increas- 
ingly keen during recent years, neces- 
sitating price reductions and an aggres- 
sive and costly advertising program in 
order to maintain sales volume. Earn- 
ings declined steadily since the peak 
year of 1929 through the initial half 
of 1934. Sales improvement in the 
September quarter, however, enabled 
the company to report earnings for the 
period equivalent to 81 cents a share 
on the capital stock, against 53 cents a 
share in the preceding quarter and 72 
cents a share in the third quarter of 
1933. It is now indicated that full 
year 1934 returns closely approxi- 
mated those of the previous year when 
earnings were equal to $2.99 a share. 
While the recent earnings improvement 








reported by the company is encourag- 
ing, we see little in the medium term 
outlook, at least, which would indicate 
much change for the better in the ex- 
treme competitive conditions which 
have existed in the industry for some 
time past. Lacking some betterment 
in this respect, continuance of the pres- 
ent $3 annual dividend on the com- 
pany’s capital stock will likely remain 
problematical, despite its satisfactory 
financial status. Since you are appar- 
ently interested in income, therefore, 
we feel that you would do well to con- 
fine purchases to other issues offer- 
ing a more secure dividend and giving 
promise of reflecting, marketwise, the 
general business recovery indicated dur- 
ing early ensuing months. 








Aviation Has a Chance 
(Continued from page 379) 








For years those units of the industry 
purveying to the defense needs of the 
nation have complained about two 
major faults in the methods by which 
the Army and Navy purchase aircraft 
supplies. Failure to recognize design 
rights in unpatentable creations and 
forcing competitive bidding for con- 
tracts, cut-throat bidding, are twin evils 
which have discouraged inventors, re- 
tarded progress in technical develop- 
ment and impoverished that branch of 
the industry. In a varying ratio from 
year to year, in good times and bad, the 
Government business is about half of 
the total among manufacturers. 

They have asserted repeatedly that 
the Government might improve its de- 
fense equipment and save itself money 
by recognizing design rights and adopt- 
ing different methods of buying from 
the industry. Today there is a gen- 
eral tendency to believe them. Pro- 








In The Next Issue 


On Steel, Air and Rubber 


A Transportation Story Discus- 
sing the Problem of Competing 
Transportation Facilities 


Changing Investment Trends 
as Revealed by Recent In- 
vestment Trust Changes 








posed amendments to existing laws 
would correct the evil. If Congress 
heeds recommendations, then the manu- 
facturers may be able to keep their 
plants operating on a sounder basis, 
twelve months of the year. That is 
another prospect. 

Aerial service operations, the non- 
scheduled flying, airports, schools, com- 
muter services, aerial photography, 
forest patrol and survey, all the various 
activities which might be depended 
upon to take increasing numbers of 
planes, engines and accessories every 
year, as yet show the results of hard 
times. The number of planes in this 
field is about the same-as last year. It 
will take a broad upswing in general 
business before expansion is possible 
in these lines, but the potentialities are 
large. 

Private flying remains just about 
where it has remained since Lindbergh 
flew the Atlantic, a highly specialized, 
more or less heroic kind of avocation in 
which to date there has been a very 
limited field for expansion. It is not 
the cost of flying. Flying mile for mile 
is about the same as motoring, and in 
trained hands no more dangerous. Ten 
cents a mile, including everything, 
would be a fair estimate of the average 
cost of private flying. But it costs 
money to learn to fly, and it costs 
money to buy aircraft, besides the over- 
head and up-keep. Possibly 2,000 per- 
sons in the United States own planes 
which they fly solely for sport and 
pleasure. Some 1,500 others own 
planes, or companies own them, which 
are operated on private business mis 
sions. The return of prosperity, a pros 
perity which will put money in every- 
body’s pocket, will see a very rapid in- 
crease in the number of privately-owned 
planes, and the new machines being 
built by manufacturers are exception’ 
ally fine for any purpose. More than 
10,000 licensed student pilots and 13, 
000 licensed pilots at present in the 
United States offer one kind of an in- 
dication that people would like to fly 
if and when they can afford it. If and 
when they do, it will bring to all 
branches of the manufacturing industry 
a great amount of very profitable busi- 
ness. That is another prospect. 
When? Nobody knows. 

Thus far, and guessing what the Fed- 
eral Aviation Commission will report, 
and what Congress will do with its re- 
port, the investor can rely on an in 
crease in manufacturing business in 
1935, a better deal for the air trans 
port industry with elimination of losses 
in operations. Aviation is on its way. 
How far it will be allowed to progress 
will be indicated during the course of 
the next two or three months. If it is 
spared from government ownership, 
strangling regulations and further ef- 
forts to reform a young and vital in- 
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dustry, its possibilities are limitless. So 
also are the opportunities of the dis- 
criminating security holders who have 
faith in this outcome. 





The Magazine of Wall 
Street’s Common Stock 
Price Index 


(Continued from page 399) 











because the dropping of certain stocks 
from our list has left these groups with 
less than two component issues, which 
is obviously the minimum number 
needed to constitute a group. Three. 
of these discontinued groups—Coal, 
Restaurants and Syrups—were not 
published regularly last year. The re- 
maining two—Biscuit and Soft Drinks 
—were published regularly, and so will 
be replaced by two other groups— 
Realty, and Furniture and Floor Cov- 
ering, transferred from last year’s un- 
published section of the Index. Thus 
the published section of the Index this 
year will show 43 sub-groups—the 
same as last year; but the unpublished 
section will consist of only two sub- 
groups embracing 13 stocks. By way 
of anticipating a rather frequent in- 
quiry from our readers, it should be 
noted that, while the Combined Aver- 
age is in fact made up of 288 stocks 
this year, you will obtain only 275 by 
adding the number of issues in sub- 
groups published regularly. The miss- 
ing 13 issues are concealed in the two 
groups which space limitations prevent 
us from publishing regularly. 

This year, Peerless Corp. has 
been transferred from the Automobile 
group to the Liquor group, owing to 
changes in the character of its activi- 
ties. Collins & Aikman has been 
moved from the Unclassified group into 
the more appropriate Textile group. 
National Biscuit, left stranded by dis- 
continuance of the Biscuit group, has 
been given a new home in the Food 
Brands group. A few other trans- 
fers are of insufficient importance to 
be worth itemizing. 


Nine Years of Market History 


The accompanying tabulation of 
closing indexes for the past nine years 
affords a comprehensive and instructive 
panorama of market history during the 
period covered. The two most strik- 
ing characteristics of this record are the 


universality with which stocks suc: ° 


cumbed to the great bear market, and 
the startling irregularity with which 
they have participated in such recovery 
as has thus far been made by the Com- 
bined Average. The Utility group, for 
example, sank to a new low closing 
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United States Trust C 
45 Wall Street 
Condensed Statement, January 1, 1935. 
RESOURCES 
Cash on hand in Federal Reserve Bank and 

OR EE eT ere $27,997,828.69 
United States Government Securities. ..... 8,000,000.00 
State and Municipal Bonds.............. 5,600,000.00 
Stock in Federal Reserve Bank.......... 780,000.00 
EE ee ree ere ee 7,382,500.00 
RR I Oe et a ae rere ee 30,188,938.10 
EE a ee a ee 5,290,287.61 
Bonds and Mortgages.................+. 6,687,226.32 
I SS a a ka ae we Rae Sia 2,000,000.00 
Accrued Interest Receivable............. 515,460.31 
$94,442,241.03 

LIABILITIES 
EO TET Cree ree $ 2,000,000.00 
li cls ae: SK ick: Aa a 24,000,000.00 
I re re er 3,704,868.43 
$29,704,868.43 
MS ii a se big i SAAC we he acne a 63,261,322.14 
Reserve for Dividend January 2, 1935..... 300,000.00 
Reserve for Taxes and Expenses......... 1,166,411.90 
Accrued Interest on Deposits........... 9,638.56 
$94,442,241.03 
































MARKET STATISTICS 


N.Y. Times 
N. Y. Times —-Dow-Jones Avgs.— 50 Stocks 
40 Bonds 30Indus. 20 Rails High Low Sales 

Monday, December 31......... 82.34 104.04 36.44 87.01 86.22 1,016,335 
Tuesday, January 1............ HOLIDAY—EXCHANGE CLOSED 
Wednesday, January 2......... 82.34 104.51 36.32 87.75 86.12 878,930 
Thursday, January 3........... 82.61 105.14 36.47 88.34 87.08 1,066,246 
Friday, January 4.............. 82.79 104.69 36.73 88.19 87.13 965,420 
Saturday, January §........... 82.87 105.56 36.82 87.93 87.27 494,470 
Monday, January 7............ 83.03 105.88 87.26 88.86 87.87 1,286,240 
Tuesday, January 8............ 83.15 105.03 37.15 88.75 87.43 1,194,460 
Wednesday, January 9......... 83.15 105.05 36.88 88.08 86.96 897,570 
Thursday, January 10.......... 83.43 104.87 37.01 88.04 87.08 778,830 
Friday, January 11............. 83.22 103.35 35.86 87.56 85.35 1,378,010 


Saturday, January 12.......... 82.99 102.30 35.27 85.58 84.50 666,420 
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price last year. On the other hand, 
five groups—Cans, Carbon, Finance 
Companies, Liquor and Variety Stores 
—rang up the highest closing record 
for any year since we have been keep- 
ing the data. A few other industries— 
such as Department Stores, Shipbuild- 
ing and Sugar—have been chronically 
sick during the entire period. The most 
stable group has been Syrups, whose 
index has not closed below 100 in nine 
years. Gold Mining stocks, due partly 
to devaluation of the dollar, have staged 
the most spectacular rise, the group in- 
dex having advanced from 67.2 at the 
close of 1926, to 1180.8 within the 
comparatively short period of seven 
years. - 

Obviously it will well repay investors 
to study long range industrial trends 
and rearrange their portfolios accord- 
ingly. New Deal, or Old Deal, fresh 
investment opportunities for the dis- 
cerning will continue to open up in the 
future as they have in the past—so long 
as there are stocks and bonds to buy 
and sell. 








Important Maturities in 


1935 


(Continued from page 387) 








a public utility holding company which 
still retains more than a vestige of its 
earning power. Finances and inter- 
company relations are excellent. The 
Boston Metropolitan District, a public 
agency backed by the Commonwealth 
of Massachusetts, may be depended 
upon to aid in refunding of the Boston 
Elevated maturity. 


Electric Bond & Share Group 


\ 

The Electric Bond & Share group has 
three important maturities this year: 
$6,900,000 Northwestern Electric Co. 
Ist 6's (American Power & Light) 
$11,808,800 New Orleans Public Ser- 
vice General 4!/y’s (Electric Power & 
Light) $4,677,000 Lehigh Valley Tran- 
sit Ist 4’s and Ist 5’s (National Power 
& Light). Holders of the New Or- 
leans Public Service bonds are being 
asked to accept an extension to 1942 
at the same coupon rate and it is prob- 
able that similar proposals will be made 
to holders of the other two issues. In 
the case of the Lehigh Valley Transit 
bonds, however, some uncertainty is in- 
jected into the refunding prospect due 
to the fundamental disadvantage at 
which traction properties are operated 
today. So far as the shares of these 
several Electric Bond & Share units are 
concerned, they are all distinctly specu- 
lative with National Power @ Light 
having somewhat the better of it from 
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the standpoint of earnings. Both the 
latter and American Power & Light 
operate properties which will come un- 
der the influence of Government pow- 
er projects, while Electric Power & 
Light is burdened by heavy fixed 
charges and substantial bank loans. In 
the circumstances, continued retention 
of the junior securities of these com- 
panies must recognize the import of 
unpredictable contingencies. 

While the Laclede Gas Light Co. has 
not intimated the manner in which the 
maturity of the 5 Notes will be han- 
dled, extension suggests itself as prob- 
ably the most satisfactory manner of 
meeting the situation, under the cir- 
cumstances. Earnings have been run- 
ning at a rate sufficient to cover charges 
better than 1.20 times and finances have 
been strengthened by the omission of 
dividends. The company, however, is 
engaged in rate litigation with the City 
of St. Louis and should the final deci- 
sion go against it, substantial rate re- 
ductions will result. Some of this loss 
of revenue would doubtless be recov- 
ered with better business conditions in 
the territory served, with a correspond- 
ing improvement in the position of the 
company’s bonded debt. Until, how- 
ever, the rate situation is clarified the 
preferred and common stocks are lack- 
ing in attraction. 

In the case of the Keystone Tele- 
phone Ist 5’s, a $4,000,000 maturity, 
the chances that this issue will be paid 
in full have been measurably improved 
by the proposal of the Bell Telephone 
Co., of Pennsylvania to acquire the 
company’s properties. Should the 
necessary sanction be forthcoming from 
the Pennsylvania Public Service Com- 
mission, the financial resources and 
credit standing of the Bell Telephone 
Co., would easily permit cash payment 
of the Keystone maturity. 








What Does Labor Want? 
What Will It Concede? 


(Continued from page 371) 








heavily on the workers and not on the 
politicians who put them into effect. 

Dollars, which represent work done 
and paid for, are entitled to wages just 
as management is entitled to compensa- 
tion and just as the workers are en- 
titled to wages but not as a prior claim. 
It is only a question of the equities in- 
volved. Dollars, the savings of the 
people including the workers them- 
selves, are not entitled to exorbitant 
wages at the expense of the standard 
of living of the workers. The workers 
do not lay claim to wages which will 
make it impossible to secure skilled and 
adequate management or dollars with 


which to carry on and expand the 
enterprise, whatever it may be. 

After all, under our conception capi- 
talism exists in every country in the 
world. It all depends on who owns 
the capital. In Russia, the state owns 
the capital and there is no respect for 
private property. In Germany, there 
is still some respect for private prop- 
erty, but the capital of that country is 
under strict supervision of the present 
government. The same thing is true 
in Italy and in Spain. The only dif- 
ference between the capitalism of 
America and the capitalism of these 
European countries is that we still ad- 
here to the right of the individual to 
enjoy such private property as his 
ability may enable him to accumulate. 

In addition, the workers are entitled 
to certain guarantees from the capital- 
istic system such as guarantees against 
the loss of income due to disability, 
unemployment or old age, just as dol- 
lars—invested capital—are entitled to 
guarantees against loss by fire, goods 
lost in transit, against unfair competi- 
tion, etc. Capital has worked out its 
guarantees in a fairly satisfactory man- 
ner—it has not been so successful in 
providing the guarantees to which the 
worker is entitled although it has been 
making rapid strides in this direction. 

After all, the proposition is very 
simple. All that organized labor asks 
for the worker is the right to work for 
compensation which is sufficient to en- 
able him to maintain the standard of 
living to which he and his family are 
entitled, the equal right to save and ac- 
cumulate property, adequate guarantee 
against distress due to disability, un- 
employment or old age, and an oppor- 
tunity to share in the creative enterprise 
of industry. In other words, all he asks 
is the right of equal opportunity which 
is presumed to be the heritage of every 
man, woman and child in these United 
States. 

It is willing to concede certain rights 
of capital and management just so long 
as these rights are not exceeded to a 
point where the result is the exploita- 
tion of the wage earner and his family. 
Employers and the workers have been 
drawing closer and closer toward this 
common ground of understanding and 
co-operation. They can reach it with- 
out undue delay if they do not get too 
much “help” from the politicians. The 
worker is just as much of an individu- 
alist as anyone else and organized labor 
will never agree to any system whereby 
he, as an individual, is entirely sub- 
ordinated to the State. 

In conclusion, organized labor feels 
that it has a right to participate in the 
formulation of the rules of the game. 
If management insists that it cannot 
meet such demands as labor thinks are 
reasonable, then labor should be given 
an opportunity to help management in 
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creating a situation whereby the work- 
ers can receive a fair return on the re- 
sults of their work. Their equity is 
just as great as the equity of dollars or 
the equity of management. If the 
people who have invested their dollars 
and the management which they have 
selected to represent them cannot estab- 
lish these equities which are fair and 
just, they should at least give the work- 
er a chance to join with them in an 
effort to improve the situation. 








What President’s Messages 
Signify for Business 
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omissions. They reveal that the Ad- 
ministration is true to the basic Ameri- 
can economic tradition and that it is 
energetically and systematically wrestl- 
ing with the acute problem of unem- 
ployment, that public finance is still 
unimpaired, that progress toward recov- 
ery is indubitable. 

As for the omissions, disconcerting 
as they are, we must always take 
into consideration the practical factor 
of political management. The forces 
of unrest and economic fallacy are 
powerful in Congress and in the 
land. The national psychology leans 
toward the abnormal, as witness the 
vogue of Huey Long, the surprisingly 
popular proposal for such a monstrosity 
as annual pensions amounting to $24,- 
000,000,000 for the aged. The greatest 
bulwark we have against mass mania 
is the popularity of the President. He 
is under the necessity of conserving it. 
He doubtless feels that he must husband 
it by avoiding provocative challenges to 
opponents which might stir unrest into 
a consolidated assault on his leadership. 
The messages must be read and con- 
sidered from the point of view of prac- 
tical politics as well as that of economic 
ideals. 
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Townsend Plan. Of all the pathetical- 
ly absurd nostrums that have been 
paraded before our eyes, this one would 
seem to be the climax. How simple it 
is! Pension 8,000,000 persons over 
sixty years of age to the tune of $200 a 
month or at total cost of around $20,- 
000,000,000 a year, their pledge being 
to spend said $200 in this country each 
month. Where is the money to come 
from? Why, merely by a sales tax on 
every article bought. I figure this tax 
would be about 70 per cent! Brother 
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Townsend and his growing cohorts 
nurse the strange illusion that money 
in such vast quantities could be created 
out of thin air. If this idea is not 
wholly cock-eyed—as it is, of course— 
why not make the monthly pension 
$250 instead of $200? And if the 
$250 idea is sound, why not try $500 
a month, or $1,000 or $20,000? Why 
can’t we all be millionaires and ride 
the New Deal to Utopia on this magi- 
cal crackpot formula? For that mat- 
ter, why don’t we invent perpetual- 
motion machines to print endless bun- 
dles of $100 bills? I ask you, where in 
the devil are we going?—G. W., Los 
Angeles, Calif. 


The Townsend Plan should not ex- 
cite one residing in the sunny state of 
California, home of plans galore. We 
don't know where we are going, but 
sometimes we suspect that if we ever 
have a rip-roaring inflation in this coun- 
try it will not be by wish of govern- 
ment but under the propulsion of mil- 
lions of voters determined to go on a 
spree at the end of the rainbow.—Ep. 
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will buy much more than 
mere material worth . . . so 
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it will buy perfect happiness 
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purchase .. . and this is es- 
pecially true when Shotland 
and Shotland custom tailors 
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ness or Dress Suit you should 
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new winter fabrics 
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Two-edged Knife 


When the United States abandoned 
the gold standard, she took the attitude 
that ordinary paper dollars should be 
the equivalent of the old gold dollars 
for every purpose—she proposed to 
pay in ordinary dollars and those who 
owed debts to her were to pay in like 
terms. Little Panama, however, to 
whom the United States has contracted 
to pay regular annuities in gold for the 
canal rights, did not take kindly to 
this arrangement. She demanded pay- 
ment in gold (as per contract) and 
refused to accept anything else. As a 
result she got nothing last year and 
the amount due her is currently $500,- 
000, or, as Panama contends, $845,000 
in our new money. Now, it might 
seem that we are hurting a southern 
neighbor by our tactics but, as Panama 
sweetly and unofficially contends, the 
American annuities are pledged under 
various external loans, the vastly greater 
part of which are held in the United 
States, so that she really got the prin- 
cipal amount of the annuities long ago 
in the good old days. In other words, 
our attitude in this case has done about 
as much for the American holders of 
foreign bonds as in other cases: we 
shout for our money, and then calmly 
withhold from the foreigner the means 
of paying by tariffs or otherwise, and 
then wonder why it is that we ourselves 
get hurt. 
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‘“‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request, (785) 


MARGIN REQUIREMENTS, COMMIS- 
SION CHARGES 
Springs & Co., have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a@ security advisory service conducted by 
The Magazine of Wall Street for over 
16 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (783) 
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1934 
Price Range 
—_——-__——.. Recent 


Name a High Low Price 
Alum. Co. of Amer......... 853 43 494% 
Amer. Cyanamid S (.40).. 22 1454, 17% 
Amer. Gas & Elec. (*1.20) . 33 164% 19% 
Amer. Lt. & Tr. a bee we 193 84% 10 
Amer. Superpower. ........ 4 1 1% 
Assoc. Gas Elec. A, : ye yy % 
Rares 154% 734 9 
Canadian Indus. Alco. “B”.. 19 3 45 $16 
COE TOTALS... «0. 0ccvcvce 44% 1% 1 
Cities Service Pfd.......... +¥64 10% 13% 
Cleveland Elec. Illum. (2)... 304 21% 5 
Colum. G. & E. cv. Pfd. (5). 103 59 6334 
Commonwealth Edison (4).. 6144 344% 55% 
Consol. Gas Balt. (3.60)..... 68 48'4 6534 
one are. (7:28). ....sc000 854 2% 4 
Creole Petroleum.......... 1434 9% 13 
Distillers Cp. os. bosbanee + 2654 8% 11% 
Elec. Bond & Share........ 2314 1% 
Elec. Bond & Sante Pfd. (6). 60 81 88% 
Ford Mot. of Can. “A” (t114) 44 15 3054 
Ford Motor, Ltd........... 64 9 





1934 
Price Range 
—————— Recent 
Name and Dividend High Low Price 
Glen Alden oat a9; 2514 1034 2234 
Great A. & P. Tea N.-V. (*7) 150 122 129 
Pe Ed ar % 4336 59 
Hudson Bay M. & S........ 153 83 12% 
Humble Oil (1)............ 9 834% 46 
Imperial Oil (*.80)......... 174 17 
Inter. Petrol. (*2).......... +46] 193 0 
Lake Shore Mines (*4)..... 60% 41) 5454 
Niagara Hudson Pwr....... 934 3 33 
Novadel-Agene (2)......... 234% 417 21% 
Pan-American Airways (f.50) 51 31% 404% 
St. Regis Paper............ 5% 15% 1% 
South Penn Oil (1.20)...... 2644 17% 23 
Swift & Co. (°.75).......... 203% 18% 19 
So here 0'4 2334 34% 
United Founders........... 1% % 17/16 
United Gas —_e- a rear 334 14 1% 
United Lt. & Pwr. A........ 574 5% 1% 
United Shoe Mach. 4s; nbs ee 7254 6734 75 
Walker Hiram H. W.. 5714 2134 30% 
*Partly extra. tPaid last year. 























Market Faces New Problems 
(Continued from page 365) 








prudence to go over present holdings, 
with an eye to their revision. Cer- 
tainly for the present one will be most 
comfortable in stocks not preceded by 
bonds carrying this moot gold clause. 

The current trend of industrial ac- 
tivity remains very strongly on the 
favorable side and would probably be 
suficient to send the stock market 
higher—given a favorable clarification 
of some of the major uncertainties now 
centering at Washington. There have 
been further sharp advances in the 
adjusted figures of automobile produc- 
tion, steel operations and the output 
of electric power—these three forces 
contributing the chief impetus to the 
rise of the general business index. 








New Conditions Favor Air 
Brake Manufacturers 


(Continued from page 397) 








which voted to equip all existing freight 
cars, employed in interchange between 
roads, with the new brake during the 
next ten years. 

Now there are about 2,000,000 
freight cars in use. Not all of these, 
of course, will be given the new equip- 
ment. Some will run a few years as 
they are and then be retired. On 


others the installation will be unneces- 
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sary, for it is only to cars subject to 
interchange with other roads that the 
vote of the American Railway Associa- 
tion applies. 

At the same time one cannot escape 
the fact that if ten years from now 
the country should require 2,000,000 
freight cars subject to interchange then 
an average of 200,000 cars old or new 
must be fitted with the new brake. In 
other words, it makes no difference to 


- the Westinghouse Air Brake Co. or 


the New York Air Brake Co. how 
many cars are retired so long as they 
are replaced. And retired freight cars 
are going to be replaced so long as rail 
trafhc does not again slump drastically. 
For a clue to the importance of the 
prospective business in the new brake, 
it might be mentioned that in only 
three years since 1921 did freight car 
orders top the 100,000 mark and that 
for a 200,000 total it is necessary to 
go back as far as 1912. To date the 
number of installations of the new 
brake that have been made are negligi- 
ble compared with the prospective 
total. 

When it comes to what profits the 
two brake manufacturers are likely to 
make should their business increase as 
expected, there is little definite infor- 
mation. So far as is known profit mar- 
gin on brake installations has never 
been a matter of official discussion and 
there is no data from which to make 
a reasonable guess. It has been re- 
ported, however, that the new brake 
costs about twice the $70 which was 
the price of the old. It would seem, 
moreover, that two companies con- 
trolling a field as these do could pre- 
serve a fair—perhaps good—margin of 
profit. Thus, actual earnings available 


to stockholders should closely follow 
the increase in business volume. 

It is doubtful whether the stocks of 
either Westinghouse Air Brake or New 
York Air Brake have discounted the 
possibilities in the situation. Market- 
wise, the stock of the smaller company 
has recently given the better account of 
itself. This may well be because the 
company is more exclusively tied up 
with brakes, whereas the larger com- 
pany has its signaling and other rail- 
road equipment business for which the 
future is less clearly defined. On the 
other hand, if the railroads could only 
see a little real financial daylight, they 
would be very much in the market for 
things other than brakes and to West- 
inghouse Air Brake there might well 
come prosperity to all divisions of the 
business. 








Stock Market Leaders of 
1935 


(Continued from page 384) 








cash and U. S. Government securities, 
were $42,282,192, while current lia- 
bilities were less than $7,000,000. 
Funded debt amounted to $31,098,457, 
and subsidiary preferred stock was out- 
standing in the amount of about 
$5,000,000. 

So far as the current outlook is con- 
cerned, the company should continue to 
be favored by the gradual improve- 
ment in general business, bringing in- 
creased patronage to the box-office, and 
with its organization functioning on a 
substantially lowered cost basis, ex- 
pectations of increased earnings on the 
common are well founded. Several of 
the company’s feature productions 
promise to record “hits” and produc’ 
tion plans include pictures which 
should have wide public appeal. With 
the company’s past accomplishments as 
a criterion, and with improving pros- 
pects to supply a favorable speculative 
factor, the shares are a worthy candi- 
date for later purchase. Definite ad- 
vices will follow. 


American Sugar Refining Co. 
Throughout the world, there seems 
to be few products more subject to 
governmental interference than sugar. 
It is made the object of tariffs, quotas, 
bounties: indeed, the whole gamut of 
the schemes that an agile world has de- 
vised for the purpose of frustrating a 
free interchange of commodities among 
nations. For this reason, any discus- 
sion of the business of the American 
Sugar Refining Co. perforce must be 
largely against a political background. 
The company’s business is primarily 
that of refining Cuban raw sugar. | It 
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maintains a number of large and mod- 
en plants located on tidewater in this 
euntry. In addition to refining Cuban 
sugar here American Sugar has exten- 
gve interests actually in Cuba. These 
interests, despite the fact that a $10,- 
000,000 reserve stood against them as 
of December 31, 1933, were carried on 
the books at the net amount of nearly 
$26,000,000. 

Until the passage of the Jones-Costi- 
gin Act last May, owing to the fact 
that it was cheaper to ship refined sugar 
into this country than the raw from 
which to make it (a tariff peculiarity), 
the American Sugar Refining Co. was 
meeting increasing competition from 
the importation of Cuban refined and 
aso from the importations of refined 
from, our insular possessions which, of 
course, came in completely free from 
any duty. The Jones-Costigan Act had 
the effect of arresting the further devel- 
opment of these adverse factors. Un- 
der it, Cuba was allotted a quota and it 
was further settled that only 22 per 
cent of this quota could be shipped in 
refined form. At the same time the 
Secretary of Agriculture was empow- 
ered to limit the importations of refined 
from the Philippines, Puerto Rico and 
Hawaii to the highest amount that had 
been shipped in any year between 1931 
and 1933 inclusive. In other words, 
while the American Sugar Refining Co. 
till meets considerable competition 
from these Cuban and other refineds, 
it has been relieved of the threat that 
future competition would grow a great 
deal worse. 

At the same time, the new set-up for 
sugar and more particularly the recip- 
rocal trade agreement with Cuba under 
which our tariff against this commodity 
was slashed, undoubtedly has brightened 
the possibilities for American Sugar’s 
Cuban interests. After depreciation of 
$650,000 a loss of more than $400,000 
was taken on these Cuban properties 
in 1933. Under the improved condi- 
tions existing in 1934, while they will 
show nothing in the way of a fair re- 
turn on the investment involved, their 
showing should be a great deal better 
than this. 

Financially, the American Sugar Re- 
fining Co. is in good condition. Last 
fall it issued a call on the balance of the 
$30,000,000 in bonds which were orig- 
inally sold in 1922, so that, aside from 
the negligible amount of funded debt 
on the Cuban properties, the company 
has no bonded indebtedness. The com- 
pany’s capitalization consists of $45,- 
000,000 in irredeemable 7 per cent pre- 
ferred stock of $100 par value and 
$45,000,00 in common stock of the 
same par value. 

Currently, the common stock of 
American Sugar sells for about $67 a 
share. The regular dividend is $2 a 
share annually. This appears to be a 
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conservative payment, for earnings in 
1933 were equivalent to $4.03 a share, 
while for 1934 it is expected that a fig- 
ure in the neighborhood of $5.50 will 
be shown. The company reports only 
once a year. Despite the large margin 
of earnings over dividends, however, it 
is to be doubted that American Sugar 
will make any upward adjustment in 
the amount paid stockholders within 
the near future because bond redemp- 
tions have carried cash to levels lower 
than in past years. In view of this, it 
would seem that the stock, while in a 
generally favorable position for later 
appreciation, need hardly be purchased 
immediately. When in our opinion 
market conditions are most favorable, 
the issue will again be drawn to the 
reader’s attention. 








Where Is Consolidated Gas 
Headed? 


(Continued from page 391) 








ought to be. And then, when the 
Public Service Commission asked for 
the supporting data with a view to 
making the claims effective, there did 
not appear to be any, and all the Com- 
mission could obtain were nebulous 
generalities.) 

Financially, the Consolidated Gas 
Co. of New York has always been very 
strong. This does not mean, of course, 
that the company possesses any large 
amount of cash, or that its total cur- 
rent assets are far in excess of current 
liabilities—as a matter of fact current 
liabilities are almost constantly in ex- 
cess of current assets. It means that 
the company’s credit standing has al- 
ways been high; that it was never 
endangered by following the usual 
utility practice of borrowing for the 
purpose of expansion and betterment, 
and then afterwards floating bonds or 
debentures to take care of the loan. 
Such a favorable state of affairs was 
partly the result of well-maintained 
earning power (said now by one school 
of thought to have been caused by ex- 
cessively high rates) and partly the 
result of a sane capital structure. The 
company’s $400,000,000 in long-term 
debt is only 40% of the $1,000,000,000 
total capitalization. 


Bonds Decline 


It cannot be denied, however, that 
recently a little of the gilt has worn 
off the high credit standing of Consoli- 
dated Gas. The system’s bonds, of 
course, are still high grade, but the 
chipping of the gilt can be seen in the 
preferred stock which now sells for 80 
against a high last year of 95—the de- 





cline having taken place during a time 
when more fortunately situated pre- 
ferreds were moving sharply upwards 
—and also in the common stock which 
can currently be bought for $20 a 
share against last year’s high of nearly 
$50. 

The lowering over recent years of 
the investment esteem in which the 
securities of the Consolidated Gas Co. 
are held can be attributed partly to an 
actual decrease in the volume of ser- 
vice rendered. But this decrease has 
been very small: indeed, the units of 
electricity sold last year will be little 
if anything below the all time peak. 
No, the trouble lies with lower rates, 
a constantly mounting tax burden and, 
in the past year or so, with higher 
costs of labor and materials. These 
are the factors responsible for the de- 
cline in the company’s earnings and 
the reason why common stockholders 
were paid only 25 cents a share in the 
last quarter. And they lead us, if 
any consideration is to be given to the 
future, straight back to the political 
question with which we started. 

No one knows, of course, to what 
depths the politicians will drive the 
Consolidated Gas Co. actually, but it 
is very much to be doubted whether 
the worst of the pressure has been seen. 
With their threats to build city-owned 
competing plants, the La Guardia ad- 
ministration is hoping to club the com- 
pany into yielding lower rates. Mean- 
while, the constantly mounting taxes 
levied by the self-same city are making 
it harder for the company to agree. 

For the city to build duplicate plants 
is nothing more nor less than “cut- 
ting off its nose to spite its face”: in 
the long run it will do no one any 
good—neither the city itself and its 
taxpayers nor the Consolidated Gas 
Co. and its stockholders. The proposal 
is an economic abortion (the immature 
product of an untimely birth) on a 
par with Federal waterways, non-hog- 
raising programs and the like. 

On the other hand, if utility rates 
have got to be lowered, they have got 
to be lowered, that’s all, and all the 
widows and orphans that the company 
is at such pains to point out as the 
beneficial owners of its securities are 
going to suffer. Now, it might seem 
that there were something wrong some- 
where when a widow who put her 
money into Consolidated Gas common 
during 1929 at $180 a share currently 
can obtain only $20 a share for it, 
and faces the prospect of obtaining con- 
siderably less; whereas another widow 
who put her money into a fifth-rate 
private mortgage probably by this time 
has obtained a hundred cents on her 
dollar in the form of government-guar- 
anteed bonds. However, the world is 
full of injustices and if those who rule 
us are determined to take away the 
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BANK AND TRUST COMPANIES 






Bid Asked 
57 
86 
113 
2744 
39 
City (1 2334 
Corn a (3) 
NO 18 
First National (100) 1605 
ae mg (20 i ORE e 02 5 
IE Rca nc a wwis his 6 3 we ae A 
Manfattan Co. (114) 23 2414 
Manufacturers (1) 2334 
| Ere 
jo) ere 30 32% 
United States Trust (*.70)....... 1615 1665 
INSURANCE COMPANIES 
Aetna Fire (1.60) .. we 4614 4814 
Aetna Life (*.50) .. Ee! | 20 
De as we pupusa pin ace 2216 24 
Glens-Falls (1.60) ............... 33 35 
Globe & Rutgers... Seniesa 35 
Great American Ms.. <secee ne 22% 
Hanover F. (1.60)....... <occkeee 3534 31% 
Hartford Fire (2)................ 87% 


INSURANCE COMPANIES—(Continued) 





Bid Asked 
Home (*1.15).. ee 4 
2414 
7134 
16 422 
United States Fire (*1.70) .. . 44 4814 
Westchester F. (*1.40).......... 304% 32% 
INVESTMENT TRUSTS SHARES 
Amer. Founders Trust 7% oes. 15 18 
Amer. & Gen. Sec. $3 Pfd . 40 46 
SONS OS eae 11% 1234 
Collateral Tr. Sh.—A....... eens 434 ar 
Corporate Trust—AA............ 2.18 2.31 
Incorporated Investors. . 16.88 18.14 
Interl. Sec. Corp. of Amer., Pid... 15 18 
ES, ee 15% 18% 
Nation-Wide Securities B.. sos  Saee 3.12 
No. Amer. Trust Shares 1958... 2.23 eo 
Second o ee A... eo: | 2 
oe | aaa 33 36 
Spencer oe Fund.. . 14.69 15.62 
U. S. & British Internl. Pfd. . 6% 9 
Uselps Voting Shares............ 51 . 59 


‘Includes extras. 























widow's mite with one hand and pay 
her “relief with the other, well. . 
But this is somewhat beside the point. 
We are concerned here with the future 
of Consolidated Gas’ rate structure and 
this is not a matter that is going to be 
decided with any element of abstract 
“fairness” in it at all. In the ultimate 
analysis—the way the cards are stacked 
at the moment—the matter will be de- 
termined by what damage to the utility 
will satisfy political “honor.” The 
company, of course, can appeal to the 
courts and in this way put up a degree 
of resistance, but politics, possessing 
the tax power and having gained the 
sympathetic ear of those who hold 
Washington’s bottomless money bags, 
would seem to hold all the aces. The 
utility’s officials undoubtedly know 
this and therefore it has all the ear- 
marks of a virtual certainty that they 
will back down before seeing the city 
go into the business in a serious manner. 
There are already signs that this is 
the course that they intend to follow. 
The Niagara Hudson Power Corp. 
(closely connected with Consolidated 
Gas) announced the other day that it 
planned to reduce rates in a wide area 
upstate. Later, the Consolidated Gas 
Co. itself offered to make substantial 
write-offs in its ideas of “valuation,” 
consolidate all its operating subsidiaries 
into one company, and establish uni- 
form rates throughout the system, prior 
to putting into effect the “Washingon 
Plan.” This, of course, means lower 
rates. And lower rates go straight to 
the earnings applicable to a company’s 
common stock, although in the past 
modest reductions have tended defi- 
nitely to be offset by an increased vol- 
ume of business. As for the possibili- 


ties in a general improvement in busi- 
ness, it might be noted in the case of 
Consolidated Gas that the company’s 
huge residential load works both ways 
—it does not fall off much in depres- 
sion and does not rise much in pros- 
perity. 

Yet, strange as it may seem perhaps, 
there are still a few rays of sunshine 
to be discerned for those who once con- 
sidered Consolidated Gas an “invest- 
ment” issue. The rays are distant and 
whether they are ever actually to warm 
a frozen countryside depends largely 
upon the skill with which the com- 
pany’s officials settle the present war- 
fare. It should be a permanent settle- 
ment. The present performance is a 
waste of time and money; it frays the 
financial nerves, not only of the few 
that deserve to be frayed but of the 
country at large. 

Now, the “Washington Plan” has 
the great merit of promising a perma- 
nent settlement. In its orignal concep- 
tion, however, it involved all this rig- 
marole of “valuation’—surveys versus 
counter-surveys, appraisals versus coun- 
ter-appraisals, original cost versus re- 
production cost, “prudent investment” 
theories versus a dozen other theories. 

Because of this, some of the best 
news of the New York utility situa- 
tion that has been seen recently is the 
report that both Consolidated Gas and 
the Public Service Commission are 
agreed that there should be no actual 
appraisal—that the theoretical “valua- 
tion” should be determined by simple 
horse-trading tactics. This is likely to 
give just as good results as any other 
method and has the advantage of get- 
ting the agony over quickly, for it is 
only when a “valuation” has been set- 


tled, and the return thereon fixed, that 
the owners of, and loaners to, Consolj- 
dated Gas can really know how badly 
they have been hurt. 








As I See It 
(Continued from page 363) 








the seriousness of the matter. 

Dr. Townsend is at work in Wash- 
ington now. A rally for the Town- 
send Plan has recently been held there, 
attended by more than a score of mem- 
bers of Congress. The scheme will 
actually be proposed on the floor of the 
House in a specific bill. Dr. Townsend 
claims that 25,000 local Townsend Plan 
clubs are at work and that he has some 
25,000,000 signatures to a petition ask- 
ing favorable Congressional action. 

Perhaps the figures are exaggerated, 
but it is a fact that Congress is already 
feeling this special group pressure— 
exactly as it has felt and bowed to the 
American Legion pressure. 

More than one Congressman seeing 
himself in the position of choosing be- 
tween common sense and his political 
existence has stopped laughing. In 
reality, however, he need have no 
qualms. If the folks back home seem 
sold on the equalization of wealth, there 
is a glorious example that may be 
pointed out to them which shows just 
how it works. It is found in Russia— 
a country as rich in natural resources 
as ours—where, under the Soviets, 
everybody shares equally. No great 
individual wealth nor great disparities 
in income exists there, but want and 
suffering in the midst of plenty exceed 
anything that we have seen in any part 
of this country at any time. I know 
whereof I speak for I have seen it. | 
saw the conditions which will cause 
millions to starve this winter. The 
downfall of this colossal experiment 
with human lives has been mentioned 
in this column repeatedly—even when 
propaganda designed to put the rosiest 
possible front on Russian conditions 
was at its height, but it is too concrete 
an example of the inevitable results of 
communistic endeavor to ignore s0 
long as witch doctors can attract a 
following in this country to jeopardize 
its welfare. 

When Huey Long and _ Doctor 
Townsend are in office will they too 
shoot the dissenters as Stalin is doing 
today, and, greedy for power ride 
roughshod over the masses? It is sur’ 
prising how authority modifies idealism. 
Agitators who from the soap box pointed 
with horror to the crime of starvation 
under capitalism, now proclaim from 
the Kremlin that suffering and starva’ 
tion are the privileges of the patriot 
under the people’s government. 
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Behind the Scenes with American Diplomacy... - 


“The American Diplomatic Game” is a dynamic book which will 
delight the cynic with the frankness with which it gives names, dates 
and little known facts. Drew Pearson, co-author of “Washington 
Merry-Go-Round,” has collaborated with Constantine Brown, foreign 
news correspondent, to produce an enthralling story of the secret 
history of American Diplomacy. It covers the period sinee the World 
War when the entire world united to outlaw war and then through 
the frailties of the Foreign Office, let that opportunity slip through 
their hands. 


Why did the Japanese try to purchase the S.S. Leviathan at the height 
of the Far Eastern crisis? Why did Secretary Stimson decline to let 
Mussolini come to Washington? Scores of intimate questions are 
answered—scores of diplomatic incidents are exposed. Read how 
Frank B. Kellogg stumbled on the Pact of Paris by accident, how 
Henry L. Stimson struggled to make it a reality, how the United States 
tried to thrust disarmament on an unwilling Europe and how finally 
the forces of economic rivalry headed the world toward a new catas- 
trophe. Here is the inside story of the smash-up of the London 
Economie Conference. 
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Future Trading on Commodity Markets... . 


So many readers have expressed interest in commodities that we take 
this opportunity to comment on one of the standard, accepted books 
in this field. The author, G. Wright Hoffman, is a Professor at the 
University of Pennsylvania and Consulting Economist to the Grain 
Futures Administration United States Department of Agriculture. This 
accurate description of the organization and operation of future 
markets and the price aspects and problems of future trading was 
prepared only after the most painstaking research and study. 


“Future Trading Upon Organized Commodity Markets” begins with 
a discussion of the economic position and evolution of future trading 
and proceeds with a revealing explanation of grain marketing, cotton 
marketing, the future contract and its use, brokers and_ traders, 
exchanges, rules of procedure and the clearing of contracts. The 
second half is devoted to price structures, various factors which affect 
future prices, government regulation, hedging and the market-making 
function. The final chapter is a summary and outlook. 48 charts and 
30 tables are used to clarify important points. 


Round out your financial library in 1935! 


Our Most Misunderstood President ... . 


Theodore G. Joslin has written a new and refreshing story of the 
Hoover Administration. “Hoover Off the Records” is a vital revelation 
of a very human man. As secretary to Herbert Hoover, Mr. Joslin 
knew hundreds of facts which never reached the newspapers. His 
exclusive, personal information has helped to make this book lively, 
profitable reading. 


For a man whose motto was “Work is Life,’ Mr. Hoover lived a 
lifetime in every year of his presidency. Under the extreme stress 
of the crisis he assumed a veil of silence. In regard to financial 
problems, especially, Mr. Hoover was often misunderstood. This 
book penetrates his silence about the mysterious conference in Andrew 
Mellon’s apartment, about his eighteen hour long-distance phone call 
to Chicago on the eve of the banking holiday and about his opinion 
of Congress and his relations with Franklin D. Roosevelt. Whether 
or not you liked Mr. Hoover as a president, you will find a keen 
interest in “Hoover Off The Records.” 
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